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i e he minds of hungry and angry men, who see before them no hope, who 
-= are sinking deeper and deeper into debt, in spite of the relief which many 
Cof them are receiving.” The truth of these two very serious statements 


i ‘moderate men, the two most responsible leaders of Labour in the 


country, and they throw an unpleasant light upon the present»circum-_ 


stances of large numbers of the population. It would be folly to ignore 
warnings of this kind, or to attempt to shut one’s eyes to a position 
which is already desperate, and is fraught with infinite peril to the 
State. The complexity and difficulty of the problem of unemployment 
can hardly be exaggerated, but, nevertheless, what is probably unavoid- 
able unemployment and more or less inevitable distress appear to be 
aggravated by certain factors which are perfectly within the power of 
the Government to control, and which it is criminal in the present 
circumstances to leave undetermined. It is both bad business and bad 
government to ignore these factors, or to seek to shift the responsibility 
for dealing with them upon other shoulders. 


x% * * 


What are the Facts ? 

i First, the unemployment problem, which is now in its most acute 
stage, has long been recognised as a national one in every sense of the 
word, and it should be tackled by national measures of relief, based 

= upon a definite policy. It cannot be dealt with piecemeal by the local 
authorities, which lack both the experience and financial resources 
= necessary to cope with the problem. Happily, the appointment of a 
coo Cabinet Committee on Unemployment is a welcome sign that the 
_. Government are prepared to accept this view. Secondly, it is dangerous 


Ss: at such a time to allow charges of ‘ scandalous profiteering ’’ in respect 


_ of the necessaries of life to be brought, not only by responsible public 
men but by the newspaper press as a whole, without immediate and 
© thorough investigation. Quite apart from such charges, the admitted 
=o- great disparity between wholesale and retail prices of many articles of 
food offers ample justification for inquiry. If the alleged “scandalous 
-profiteering ” exists, stern measures to suppress it- would have the 
-| unanimous support of public opinion. If it be d 








There is growing up in the country a desperate, ugly disposition in 7 


‘can hardly be questioned. They are made, not by extremists, but by 


7 disproved, the falsity of 
3 the charges should be immediately exposed. In the third case, grave, E 
o doubts | have been repeatedly expressed regarding the accuracy, of the 
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~ by the fact that a request to the Ministry of Labour for an investigation 
has not succeeded. Since the wages of at least 3,000,000 workers are 
- ate ectly controlled by these figures, it is a matter affecting the honour 
of the State that they should be compiled upon a perfectly fair and 
reliable basis, and we submit that it is bad policy for the Government 


when it is imperative to reduce the cost of production—a process in 
which wages are bound to suffer 


= to-have the facts of the cost of production. 


. per cent of the total, and consequently that out 
of the balance there is nothing available for any 
considerable increase of the item of wages. SIR HUGH BELL, CB. 


s cuarnitient index figures of the cost of living, and they are supported 


to ignore the challenge. Most business men will agree that at a time 
“rigging ” of the cost of neces- 
saries should be suppressed with the whole power of the State, and any 
suspicion of misrepresentation in the official figures of the cost of living 
should be immediately removed. Public confidence in the strict veracity 
of these figures must be restored,as soon as possible. It is as necessary 
for all to have “ the facts ” of ihe cost of living as it is for manufacturers 








* * 


In a short but pregnant contribution to the Financial News, Sir Hugh 
Bell, C.B., raises an issue which may well give industrial reformers 
“furiously to think.” Under the head of “ Better- 
ment of Wages,” the well-known north country 
ironmaster propounds the question whether indus- 
try as a whole can stand any further drain on its 
total product for the benefit of social reform. He 
points out that the sum total from which any 
improvement can come is limited by the total 
product of industry. By far the larger part of this 
product goes in wages. It would be easy to show, 
first, that this amounts to between 70 and 75 
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Clearly, if industry is saddled with charges for 


ek _ such things as compensation for injuries, insurance against unemploy- 


Yn 1899 the firm with which I am identified paid £1,272 for compensation. ving 





- ment, heavy education rates, and similar worthy but expensive forn 


in proportion as they increase the efficiency of the worker and add to his produ 


¿the other charges. 





of ameljoration, the money must come for the greater part out of. the 
sum available for wages. Sir Hugh continues— 


The nes reformer invariably acts upon the assumption that you can eat. your. 
cake and have it. Up to a certain point such ameliorative regulations are helpful. 









ower. But if the toll is made too heavy the wages bill must be cut o to e t 





As an example of what I mean, take such claims s as ; compensation for. acci 
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4919 the figure had risen to £10,950. Health insurance expenditure has grown® 
©. from £4,039 in 1914 to £5,500 in 1920, and unemployment insurance from £146 
an 1914 to £1,544 in 1920. | 

All these items must come out of the total income of the concern, and what 
4s paid in health insurance or unemployment insurance cannot be paid in wages. 
_ Ina similar way the local rates have climbed up year by year till at the present 
- moment my firm is paying two and a half times the amount paid four years ago. 








The position to which Sir Hugh Bell draws attention in this challenging 
cle is grave, and demands the most serious consideration. He does 
not suggest for a moment that the reforms are not desirable, but he 
insists that “ reforms which exceed the power of an industry to pay 
for them will either be inoperative or will hopelessly cripple the industry 
to which they are applied. 
There is another aspect of the problem which should not be over- 
looked. While we are approaching the limits of industry’s capacity to 
bear further obligations, the crushing burden of those already existing 
is having a well-marked effect upon the spirit of enterprise. Business 
men who have achieved a moderate competence with reasonable security 
are unwilling to take risks to accept the heavy responsibility of possible 
failure when the rewards of success are so doubtful and meagre. They 
say the game is not worth the candle. Such an attitude is regrettable 
and decadent; it is fatal to progress; but it exists, nevertheless, to a 
degree which is worthy of note. | 


x x x 


Trade Revival: Brighter Prospects 


There are hopeful signs that we are very gradually emerging from 
the trade slough of despond, and without being unduly optimistic, it 
may be said that conditions are very much brighter than they have þeen 

== for many months past. Well-informed correspondents throughout the 
= country report an increase of demand in many staple industries. 

< Particularly is this the case in the iron and steel trade, where recent 

- sharp cuts in the price of coal and coke and readjustments of wages 
-have enabled prices to be lowered all round in order to meet foreign 
competition, and, as a result, business is again flowing in. Important 
~ steel works which have been closed for six months or more are once 
again in full swing. Satisfactory reports have also been published 
- concerning the coal trade. Production has greatly increased, and 
evidently the miners are responding to the profit-sharing ircentive 
included in the recent settlement. Export coal, sold at much reduced 
prices, has met with a good demand, but the market for domestic and 

` industrial coal continues dull, and there is a persistent call for lower 
prices. In other staple industries, with the exception of cotton, which 




















-and manufacturers confidently hope that this marks the turn of the tide. 
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remains very slack, a moderate revival of demand has been experienced, | 
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business men will sympathise with his protest | 


tenance work of the port, including ship repairs and the buildin g of 


E Crippling a Promising Industry 


-Sir Adolph Tuck has a legitimate grievance against the Post Office 


in regard to the damaging effect of increased postage on the picture 8 


post card industry, and in his speech at the annual 
meeting of Raphael Tuck & Co., Ltd., made outa j 
strong case for the repeal of the impost. Most | 


and will wish him success in the agitation which 
he is conducting against it. British trade gener- 
ally is hardly in such a prosperous condition that 
it can afford to lose a promising industry through 
an error in the policy of a Government department, 
and if such an error has been made no petty 
considerations of dignity should stand in the way 
of its being frankly admitted. Sir Adolph claims 
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vese that the sole result of the halfpenny increase on the — sm aporrn TUCK, BART 
postage of picture post cards up to date has been 


a fall in sales averaging nearly 50 per cent, and that therefore there has 
been an actual decrease in the revenue accruing to the Post Office. This 


isa result which may only be surprising to the postal authorities, but it 


will cause a good deal of justifiable irritation to printers, publishers, and- 
dealers in picture post cards, who were unanimous in condemning the 
increase, and foresaw its pernicious effect. 


* Æ x 


Expansion of London Docks: Big Shipbuilding 
Development 


The momentous announcement foreshadowed in the annual report of 
the Port of London Authority to the effect that Messrs. Harland & Wolff 
were about to establish éxtensive ship-repairing and other engineering 


; : workshops on Thames-side, was followed immediately by the public 
statement that an agreement had been concluded under which the 


great Belfast ship-building firm would take over at once all the main- 









docks, bridges, craft of various kinds, locomotives, and cranes. 1 
important development marks a further stage in the steady progres sof. 
Londen as a port—a subject which is dealt with in our sketch of Lord 


- Devonport, and in another interesting article in the present issue it 
is stated that an expenditure of approximately £300,00( ings 
is contemplated, these to include large offices in the neighbourhe YO a 


yon new buildi 








George V_ Dock, and substantial repairs and engi 
















Seeking Protection for the Glass Trade À 
- = Representatives of the flint glass trade operatives have lost no time 
ip invoking the aid of the Safeguarding of Industries Act, with the object 
_ of securing protection against foreign competition, and have initiated 

© what is probably destined to become a familiar method of procedure at 
the Board of Trade. Deputations to the Board have pointed out that 
©- the industry in this country would be killed unless immediate steps are 

- taken to stop the ever-increasing flood of glassware from Germany, 
= Czecho-Slovakia, and elsewhere. The Board of Trade, in reply, have 
=- requested the employers to forward a description of the articles concerned, 
an estimate of the employment that would be provided if they were 
manufactured here, statements as to the price at which imported glass 
is offered for sale in this country, and the price at which it could be 
profitably made here, and evidence to show that the depreciation in 
relation to sterling of the currency of the country of manufacture is 
responsible for the fact that the prices at which the goods are offered 
to the United Kingdom are below the prices at which similar goods 
can be profitably manufactured here. These points have been considered 
by a joint meeting of operatives and employers held at Stourbridge, when 
it was decided to appoint a deputation to interview the Board of Trade 
on the whole question. Full protection will probably be asked for. 


* x $ 


The Work of the Public Trustee—A Dificult Year 


That the unprecedented financial conditions of the time have caused 
a good deal of anxiety, not only to the private investor, but also to those 
responsible for the conduct of a great public office, is evident from the 
report of the Public Trustee, covering the twelve months ended the 
3ist March last, which is now available. Mr. Simpkin, the present 
holder of the office, states that the administration of trusts tends to 
become more and more difficult, by reason of the continued depreciation 
and complexity of investments, caused partly by the numerous varieties 
of Government issues, partly by the fluctuations of foreign exchanges, 
and partly by the frequent readjustments of industrial capital. The 
number of trusts under administration at the end of the year was 14,919, 
of a total nominal value of £143,000,000. New cases accepted during 
the twelve months amounted to 1,559, having an aggregate vilue of 
£15,682,492. The Trustee’s estimate that the new fees would eventually 
realise a monthly revenue of £25,200 was realised, but, entirely through 
external circumstances, the deficit for the year’s working was £114,890. 
_ Anew system of handling the records was brought into operation during 
<e the year, which is working smoothly and efficiently, and though improve- 
-ments may be suggested, Mr. Simpkin believes that the difficult problem 
: ú i 


on companies was raised to 20s. per £100 “ by a 


of handling the enormous number of securities vested in the- Public 


which he contributes to The Associated Accountants’ 
Journal, is of considerable interest to secretaries 








Trustee, and of which each holding has to be kept earmarked to its 
proper trust, has been solved in its essentials. The period covered by 
the report was one of experiment upon the lines laid down by Sir George. 
Murray’s Committee of Inquiry, but, owing to the abnormal conditions, 
the general difficulties of administration tended to increase rather than- 
to diminish. 
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Discouraging Enterprise by Act of Parliament 


Of the generally detrimental effect of excessive taxation we aré all 


= by this time pretty well persuaded, but the striking specific instance of 


its pernicious results, produced by Mr. H. W. 
Jordan, managing director of the well-known firm 
of company registration agents, in an article on the 
“ Discouragement of Joint Stock Enterprise,” 


and other officials of public companies. Mr. Jordan 
points out that in 1920 the ad valorem capital duty 


Chancellor of the Exchequer who appears to have 
been influenced by an avowed aversion to the s 
Limited Liability System, which he seems to think "i" i nana 
should be discouraged. If that were his object, he ere ae 
can claim a large measure of success, but as a 

producer of revenue the impost has failed.” In proof of this, Mr. Jordan 
states that between the Ist July, 1919, and 19th April, 1920 (the day before 
the duty was raised), 10,159 companies were registered, with an aggregate — 
capital of {625,754,889 ; but during the corresponding period, 1920-21, 
only 5,689 companies were registered, with a total capital of £152,883, 192. 





Thus, the number of companies has diminished by 44 per cent, and the © 


o -capital by over 75 per cent. While it is not suggested that the quadrupling 7 


of the capital duty is the sole cause of the decline in the registrations, — 


eae _ Mr. Jordan is of opinion that it is the main cause, and he quotes con- 


| | A : Liability System. It is significant that of the 10,0 065 companies regist 
last year, no less than 8,862 were private companies, and for reasons 
ween Mr. Jordan emphasises, he says it does not appear desirable to 





E vincing figures to show that it has resulted in a very substantial loss of 


revenue, He maintains that limited companies are now unfairly dis- 
criminated against in respect of taxation. One effect of the 1920 Budget 


has been, he says, to discourage the formation of companies and so to 


discourage enterprise, seeing that practically every big undertaking, a ad l 
a large proportion of the small ones, are conducted under the Lim qdo 
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dis E bades: from registering under the Companies Acts, the 
eration of which in practice has been, on the whole, by no means 


z unsatisfactory. 
* * * 





< Novel Strike at Scunthorpe: Employers’ Firm Stand 
> The thriving little town of Scunthorpe, Lincolnshire, came into 
- unaccustomed prominence as an outcome of a novel strike which occurred 
there last month among the employees of Messrs. W. G. Tarrant, Ltd., 
of Byfleet, a big firm of Government contractors. The dispute was soon 
satisfactorily settled, but at the outset it seemed to raise important 
issues affecting the national policy of the Building Trade Operatives 
Union in regard to piecework. The men, numbering some 300 brick- 
jayers.and other workmen, were engaged on a scheme for erecting 225 
cottages, and Messrs. Tarrant, in order to speed up the work, as they 
-had been urged to do, had initiated a system of payment by results, 
under which the wages worked out at 2s. 6d. per hour, whereas the local 
union rate was 2s. 4d. per hour. Officials of the Bricklayers’ Union 
thereupon declared that the system was in effect piecework, and as 
Messrs. Tarrant refused to discontinue it, called out their men, the 
members of other unions coming out in sympathy. Deadlock was 
apparently reached, and the situation contained all the elements necessary 
for the development of another of those prolonged and costly disputes 
with which British industry is only too familiar. However, negotiations 
were promptly set on foot between the employers and the union delegates, 
and a settlement thoroughly satisfactory to both parties was quickly 
arranged. 
~. Mr. W. G. Tarrant, Managing Director of the firm, writes us the 
following interesting letter, under date Ist September, in reply to a 
request for information on the dispute— 


Re SCUNTHORPE HOUSING SCHEME 


D We are pleased to inform you that at a conference last night the Union delegates 
Ai showed a much more reasonable attitude with regard to the employment of labour. 
-> Their attitude throughout has been that no form of piecework must be employed, 
that. we must pay one flat rate to any man who calls himself a mechanic, irrespective 
of his efficiency. We have never been in favour of piecework, as there is no doubt 
that the system produces many vicious effects, but we do contend that the only 
possible form of payment which can be made must be based on the production of 
- the employee. 
= It was finally agreed that the men should return to work immediately, that no 
f piecework should be put in force, but that we have the right to pay a wage in 
excess of the minimum rate of wage to encourage and reward efficiency, and by 
so doing we hope to try and restore confidence between the general public and the 
building industry, to encourage enterprise, and create employment. 
=; We think the settlement shows that the men’s leaders are now taking a much 
more. reasonable aritua in these matters and are vey piedad with the 
c settlement. | 
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Both parties being agreed that piecework is undesirable, the arrange- 
ment that it shall not be employed in the work under construction calls 
for no remark. But Messrs. Tarrant are entitled to the congratulations 
of employers generally upon having vindicated their right to encourage 
and stimulate production by rewarding efficiency with a wage in excess 
of the minimum rate, and it is worthy of note that the Bricklayers’ 
Union have withdrawn their opposition to the adoption of this important 
principle of wages payment. 


* x * 


The Closing of Yarrows: The Moral 


Read in conjunction with the decision of the great Glasgow ship- 
building firm, Messrs. Yarrow & Co., Ltd., to close down their works at 
Scotstoun at the end of November until further notice, “ owing to repeated 
strikes, reduction of output, and demarcation disputes,” the utmost 
significance attaches to an article contributed to The Times by Sir 
Alfred Yarrow, Chairman of the firm, dealing with “ The Industrial 
Situation.” Sir Alfred asks, “ Why are we outbid by other countries 
in low cost of production ? ” and proceeds to answer the question in 
the light of an exhaustive investigation conducted by his firm into 
manufacturing conditions on the Continent, in the United States, and 
in China and Japan. The result of the investigation proves, he says, 
that if the prevailing conditions of doing work here continue, resulting 
in high cost of production, we shall no longer take a lead as a manu- 
facturing nation, and engineering and shipbuilding will pass from this 
country into other hands. Much of the responsibility for this gloomy 
outlook he attributes to certain trade union regulations, which greatly 
increase the cost of production and directly promote unemployment. 
Among these, “ demarcation ’’—the system by which a man in one 
trade who is also capable of fulfilling the conditions of another is not 
allowed to do so—and “ ca’ canny” are singled out for special con- 
demnation. By these absurd restrictions, and by the continual strikes 
for which we have become notorious, our good name as a manufacturing 
nation has greatly suffered. A number of definite examples of the loss 
of important orders through these and other trade union rtiles are given 
by Sir Alfred, who observes that it is only natural for the capitalist to 
seek to use his money where he can secure the greatest return; and as 
few people at the present time will entertain the investment of capital 
in industrial undertakings in this country, what will inevitably happen 
is that capital from Great Britain and other countries will gradually 
find its way into German hands as securing the best return. “If the 
foregoing restrictions to trade were abandoned, costs would be reduced,” 
he says; “ firms would be enabled to secure contracts, which now they 
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are unable to do, and unemployment would be permanently and 
legitimately diminished.” 


* * * 


A Call to Trade Unionists 


It is sincerely to be hoped that trade unionists of moderate views will 
not ignore the outspoken manifesto which was issued recently under 
the title of “ A Call to Labour,” over the signatures of seventeen Members 
of Parliament well known to be friendly to working-class interests. 
The manifesto is emphatically an appeal to the moderate section of the 
trade union movement to use their influence in order to restrain the 
small minority of extremists from action calculated to prejudice the 
whole future of the movement. Such extremist action is roundly 
condemned, and a note of warning is sounded that the trade union 
movement is in serious danger of being weakened to the point of use- 
lessness by the revolutionary influences within it. The signatories 
included some prominent Labour members who, from one cause or 
another, have been rather cold-shouldered by the party of late, among 
whom may be mentioned Mr. G. N. Barnes, Mr. G. H. Roberts, Mr. J. 
Havelock Wilson, and Mr. J. A. Seddon, and,. among representative 
employers, Sir J. Fortescue Flannery. They urged that Parliamentary 
action has proved far more effective than strikes in modifying the 
industrial system and securing improved conditions for the workers. 
Not by destroying, abolishing, or violently transferring wealth from 
one class to another can they advance their welfare, but by enlarging 
the circle of consumers, by increasing production, and by putting capital 
and the instruments of labour within the reach of every man offering a 
guarantee of good-will and capacity. “ Where are we drifting? ” the 
manifesto asks. “ There were 37 million days lost last year by 
industrial stoppage, against 27 million days the year before. Up to 
July of this year the total of 70 millions was caused by the miners’ 
dispute alone.” In conclusion, the signatories declare that most of the 
money trade unionists subscribe for specific trade union objects is being 
diverted to political ends, and they urge that what is needed is co-operation, 
not class war, arbitration and not anarchy. 

Meantime, it may be noted while on the subject of strikes, that the 
Imperial Commercial Association have re-affirmed their resolution 
advocating the establishment of an industrial court for the settlement 
of trade disputes by compulsory arbitration, and have forwarded it to 
the Prime Minister for the serious consideration of the Government. 
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A sympathetic study of the great public servant who has succeeded in bringing order and 
prosperily out of the chaos formerly existing at the Port of London. 





Master Minds in Business 
No. 10. LORD DEVONPORT 


By MARE MEREDITH 


There has been no “ secret °’ training or circumstances which have given Lord 
Devonport, the Chairman of the Port of London Authority, his position in the world 
to-da: 


y. 
is career has not been meteoric, but his rewards from a grateful country have 
been such as any conscientious business man may yet earn who shows business sense, 
sound judgment and determination, who is fearless, yet so courteous as to disarm 
enmity. He has known his own mind: had the courage of his convictions and 
desired above all to serve his fellows. 





HE creation of the Port of London was the work of many hands 

extending through many centuries, for it is the oldest port of the 
British Isles that has retained its glory and magnificence up to the present 
day. The unification of the diverse interests, inevitable in the growth 
during centuries of expansion and progress, was the work of one man, 
Lord Devonport, who has been connected with the single controlling 
authority of the Port of London since 1909. 

It is significant that Lord Devonport, in common with the chairmen 
of the public-spirited and disinterested trusts which control the destinies 
of the ports on the Tyne, the Mersey, the Clyde, and at Belfast and Dublin 
—Britain’s greatest ports—is of a retiring disposition, and is yet a forceful 
character, who, convinced that a certain policy is the best in the interests 
of all concerned, will, at the risk of creating personal enemies, carry that 
scheme through to a successful completion. 

When Hudson Ewbanke Kearley, as Lord Devonport was then, 
entered into the controversies raging round the Port of London problem 
through the years from 1905 to 1908, as Parliamentary Secretary to the 
Board of Trade, he seemed to weld together unconsciously the very 
diverse and very antagonistic elements, then almost at loggerheads, as 
to the best means of administering the port. Under his guidance they 
combined for the good of the commercial community. 


The Old Port of London 


Let us look at the port as it existed prior to the passing of the Port 
of London Act of 1908. There were some fifty distinct and separate 
bodies and corporations ruling different aspects of the working of the 
port, some of them deriving their powers from mediaeval times, but not 
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one of them had any complete jurisdiction over the port, docks, shipping, 
navigation, or other services. The commencement of the unification of 
all these bodies had its being in the withdrawal of the London and India 
Docks Bill of 1900, when Lord Ritchie, the then President of the Board 
of Trade, promised the appointment of a Royal Commission on the Port. 
That Commission sat in 1902, and recommended the appointment of a 
single port authority for the Thames, somewhat on the lines of those 
ruling the Mersey, Clyde, and Tyne, and the Thames Conservancy and 
the Waterman’s Company were also to be incorporated. In 1903 the 
Government of the day brought in a Bill embodying the Commission’s 
recommendation, but this had to be dropped, as was also the London 
and India Docks Bill introduced in the following year. The London 
County Council took the matter up in 1905, but their proposals were 
rejected on the second reading. Then there followed a Resolution of 
the House of Commons in March, 1906, demanding the appointment 
of a public authority for the port. Various proposals were made between 
1906 and 1908, but the Resolution of 1906 was the basis of the Port of 
London Act, which put into being the Port of London Authority on 
Ist April, 1909. 


Parliamentary Experience 

The appointment‘ of the first chairman of the new authority was 
in the hands of the Government, and even as there had been no surprise 
when Sir Henry Campbell-Bannerman had offered him the post of Par- 
hamentary Secretary to the Board of Trade in 1905, so there was little 
or no astonishment in commercial circles when he was given the greater 
responsibility of controlling the Port of London. Sir Hudson, as he now 
became, for he was knighted in 1908, had entered Parliament in 1892, 
as Liberal Member for Devonport, a constituency which was faithful 
to him up to his being made a Peer, in 1910. He then perpetuated his 
connection with that parliamentary division by assuming the title of 
Baron Devonport of Whittington in the county of Buckingham. 

Lord Devonport was born in 1856 at Uxbridge, and passing through 
Cranleigh School, Surrey, to which he has given a war memorial, received 
a thorough business training in the City, commencing on the lowest rung 
of the business ladder, and ultimately becoming the head of Kearley 
and Tonge, tea merchants and importers. He was thus very familiar 
with the trade of the port, and his thoroughness in all his work made 
him, even in those early days, take a keen interest in the ddcks and 
shipping of the day. It was due in no small measure to the knowledge 
he had acquired in those days of office life that he was able to bring such 
knowledge, not only of trade and commercial conditions, but of men, to 
bear upon the very complex problem of the unification of the controlling 
interests in the Port of London. 
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Bringing Order out of Chaos - 

His magnum opus has undoubtedly been the creation of order and 
prosperity out of the old chaotic conditions of the port, and his name 
will be handed on to posterity for this organisation alone. The work 
was, during the period prior to the passing of the Act, arduous in the 
extreme, involving innumerable interviews with the heads of the author- 
ities concerned as well as the gathering of information on all points of 
policy and administration from other ports round the coast, while the 
drafting of clauses and phrases which would leave the warring parties 
unruffled meant many hours of thought and study. Lord Devonport 
has always been prominently before the public: his position as Chairman 
of the London Trust ensures his name being known to every Londoner 
of intelligence, and yet the man himself is quite unknown to them. Of 
a retiring, hard-working, persevering disposition, he gives personal 
attention to practically every detail of every proposition put before 
him, and yet he is an all-roundsportsman. Shooting, gardening, boating, 
and yachting find in him an ardent devotee, and he indulges in these to 
the extent of any man of leisure, yet his hours for recreation are few. 
Yet he never lets his official business encroach on his home ties and his 
pleasures. Lord Devonport was married in 1888, and in 1900, on 16th 
Sept., his heir was born, while his children now number two sons and 
one daughter. 

If you have ever travelled by motor from a little village called Pentre 
Voelas, in Denbighshire, to the county town of Denbigh, you cover a 
part of Wales which would strike you instinctively as producing the 
best type of man, and you would feel that it is only that type of dominant 
personality that could spend any portion of his time within those domains 
of wild and rugged scenery, surrounding those Welsh moorlands of hill 
and dale. On either hand are mountains, and not many miles out from 
Denbigh, but seen for many a mile as you approach it from Pentre Voelas, 
stands Gwylfa-Hiraethog, the north country seat of Lord Devonport. 
The name is taken from the range of mountains standing between this 
road on the top of the moors and the North Wales coast. The key to 


‘ Lord Devonport’s character is shown by the choice of this residence, 


for here a man must or necessity acquire wide views of the petty problems 
and worries which confront us. There is no opportunity for self-aggrand- 
isement or ior self-conceit amongst these great eminences, and if you 
would beware of the treacherous paths and ravines lurking unseen in 
your path you must be alert, active, and all-seeing. Gwylfa is seen by 
few; it is at the best times of the year an unfrequented part of the 
country, for the pleasanter road lies more to the south, and the situation 
on the top of the mountain moorland: the architecture of the edifice, 
striking and dominant above the desolate and wild countryside, expresses 
more clearly than words the soul of the first Viscount Devonport. 
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As a contrast to this residence in the north, Lord Devonport possesses 
a charming place at Whittington, Bucks, and his town house is 41 
Grosvenor Square, 5.W.2. His love of nature in its extreme moods 
is apparent and affection for both residences is shown by the time 
spent at each. 


Lord Devonport and his Staff 


Affection is a characteristic of Lord Devonport: not the sentimental 
substitute indulged in by many, but there is a real sincere appreciation 
of the good in all things, which brings out the same characteristics in 
others. When the new London Port authority was constituted, the staff 
of the old London dock companies, who would be destroyed by the new 
authority, even in those days of peace, quaked very much as to what 
would happen to them, but Lord Devonport saw to it that as many as 
possible were absorbed in the new body. ‘Those who were getting on 
in years and who had rendered honourable service were allowed their 
pensions, whilst others were given new positions, and it was with very 
keen perception and insight that Lord Devonport chose his officers for 
the new authority, so that his quiet characteristic sincerity won from all 
with a very difficult task before them an effort which resulted in the 
smooth working of the authority’s affairs in a very short time. Nom- 
inally the figurehead of the Trust, he had a word for the humblest servant 
of the organisation, and he appealed to that man, as man to man, for the 
greatest effort he was capable of. And Lord Devonport got it, given 
whole-heartedly and without thought of recompense or reward. His 
own time and his own services to the Trust are given in the same spirit 
that he expects from others: without monetary remuneration or any 
reward, other than that the Port of London prospers and becomes 
more useful to the trading and commercial communities of the whole 
country. 


Notable War Services 


Coming to the war period we find Lord Devonport redoubling his 
efforts and his work in every direction. The demands upon the resources 
of the docks and facilities were very severe, and as the centre of the 
vast effort of the British Empire, multitudinous schemes were improvised . 
and carried out for giving the utmost dispatch to shipping, and to accom- 
modating the largest number of boats and their cargoes. The warehouses 
were taxed to their utmost, yet to each fresh demand Lord Devonport 
did something which would help along the Cause of Right. At the same 
time the authority itself had to carry on with the imperative schemes of 
expansion and extension, and there was such an organisation in being 
that concurrently with the ever-increasing demand for the prosecution 
of the war, these new schemes went on as well, so that the congestion 
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Which hung up other ports was absent from London. It meant a close . 
attention to everything, but with that single-mindedness which has 
characterised all Lord Devonport’s work it had his constant vigilance. 
Over and above these exacting duties he found time to help the nation 
in its need by taking over between 1916 and 1917 the very thankless 
task of Food Controller, and, again, he never asked the nation to do 
anything that he was not prepared to carry out to the letter himself. 
When rationing was imperative, yet voluntary, and many of the armchair 
critics held up the proposal to ridicule as unnecessary, Lord Devonport 
had personally tested the schemes and limitations he preached, and 
rationed himself and his household strictly to the quantities laid down 
in a speech he made on 3rd February, 1917. He thought all men were as 
honest as himself, and appealed eloquently for voluntary rationing. 
But human nature is weak—or selfish—and a compulsory scheme, an 
unavoidable necessity, was sanctioned by the Government in the beginning 
of 1918. Ifall of us had been as unselfish as Lord Devonport the ignominy 
of rationing would have been avoided. 

Later Lord Devonport became the Chairman of the Royal Com- 
mission on Sugar Supplies, and to him was due the fact that the sugar 
supply did last throughout the war period, with some to spare towards 
the latter end, and his previous experience in Parliament stood him in 
good stead. 


Development of London as a Port 

Happy is the man who lives to see the fruition and success of his 
labours, and such a man must be Lord Devonport, for at sixty-five not 
only are those schemes of improvement for the Port of London, found so 
desirable in the early days of this century, but utterly impossible of 
execution through lack of unified control, being gradually completed 
and brought into use, but there is dawning for the Port of London an era 
of real prosperity unequalled in all its history. The transition period 
from the Armistice to the Declaration of Peace and the later period of 
the end of the War have been occupied with perfecting and improving 
each single department, the general shipping facilities, and to meeting 
the numerous requirements of the countless different trades carried 
on in the port. He has seen the growth of London to a passenger port 
for all parts of the world of no small dimensions: and when the schemes 
of dock extension are all completed there will be none like them in the 
whole o$ the British Isles. What further extensions are needed in the. 
future will be problems for his successor, but he has the satisfaction of 
knowing that the foundations for any and every scheme of extension 
have been well and truly laid, and the greatest task he will leave behind 
him is that of pursuing the same policy of courage tempered with prudence 
and of financial brilliancy combined with cautiousness. 
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A. Strenuous Opponent of Nationalisation 


At the present day Lord Devonport can assuredly look back over 
such of the sixty-five years as he can remember and knows he can most 
honestly answer his conscience that he has used his life assiduously for 
the benefit of others. Even now when he might with confidence take 
a well-earned rest and lead a life of less strenuous activity he is interesting 
himself in the proposals emanating from various quarters for the national- 
isation of docks and harbours. He is naturally opposed to all schemes 
of this nature, and he is throwing all his weight into the balance against 
any such proposals receiving Parliamentary sanction. In connection 
with the Docks and Harbours Association of the British Isles, which 
gathers within its union all the public trust authorities round our coasts, 
as distinguished from municipal or railway owned docks, he is helping 
and guiding them, with others, from the vast store of knowledge relating 
to docks and shipping at hiscommand. And not only with his knowledge 
is he co-operating but with his influence as well. A similar attitude was 
adopted by Lord Devonport with regard to the Ways and Communica- 
tions Bill, and in 1919 he personally conducted the London and riverside 
Members of Parliament over the authority’s estate to harden their hearts 
against the obnoxious measure. 

His last honour was that of Viscount in 1917, and of all honours 
bestowed for public services this master mind of business administration 
has merited this recognition of his work. It was no mere political honour : 
it was appreciation of good work well done, and in politics as in business 
Lord Devonport has always followed straight on that particular course 
which he has believed to be for the good of his fellows. Although 
he spent eighteen years in the House of Commons he was not a politician 
„in the ordinary acceptance of the term: he is that very rare. sialan of 
men—a leader, yet a servant of his fellows. 
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“ Money ia very ‘ tight, and business enterprise is severely handicapped thereby. ” Dr. 
EUis Powell recommends a new form of industrial finance to solve the credit problem. 


The Need for Industrial Finance 


Something Intermediate Between the Bank and the | 
Investment Trust 
By Dr. Erus POWELL, late Editor of “ The Financial News” 





ik is being argued with increasing iteration that credit is a matter of 
right rather than a matter of favour. It is unfair, so the reasoning 
proceeds, that a business man who could expand his operations, or 
improve his processes, should be hampered in doing so by the fact that 
he has to depend upon the mere favour of the banker. Seeing that the 
expansion or improvement of his work makes for the general economic 
welfare of the nation, there ought not to be any necessity on his part to 
submit to the censorship of a class like bankers when he requires the 
credit which is his right. 

Such an argument is as interesting as it is plausible. It makesa 
forcible appeal to many types of mind. There are always a number of 
people who believe they could do wonderful things if only they had the 
capital at their command. When they are told that they really could 
have it to any extent, and at any time, but for the selfish and repressive 
tactics of the bankers, they are naturally tempted to support people 
who put forward such attractive propositions. Others who are merely 
spectators are prone to sympathise with these financial aspirants and to 
reflect how very much better it would be for the world if everybody could 
have all the capital he wanted merely by calling round at the bank 
and mentioning the amount. That is the reason why a brief practical 
analysis of the facts may be informative, and specially so at the present 
moment. 


Credit-Right and the Banker 


It may be conceded at once that credit is a right and not a favour. 


. But every banker has long ago admitted it. He only makes one stipula- 


tion, viz., that the person who claims the right to credit should show his 
ticket in just the same way as the individual who wishes to occupy a stall 
at a theatre is requested to produce his voucher for the seat. True, 
there are now and then periods of exceptional financial stress, when 
bankers, by agreement among themselves, decline to grant accommoda- 
tion even to their best clients, or at all events only dole it out with a very 


. niggardly hand. But, broadly speaking, any and every man (and 


nowadays any and every woman) who can gô to a banker and demon- 


‘strate the possession of adequate security, can have credit to any extent 


up to the limits which that security will justify. It is so far a right that 
the average banker would never dream of refusing to grant the request, 
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subject only, as we have said, to the demonstrated possession of adequate 
security. - 

Upon the security he must insist. Having regard to the position which 
he occupies in our financial system, a banker is continuously liable to 
repay on demand the money which his customers have entrusted to him. 
Consequently he is compelled so to adjust his policy as to be able at all 
times, without intermission, to fulfil that obligation. If he is asked to 
grant credit he must, as a condition of his consent, be provided with 
something that he can turn into money in the event of the cash being 
wanted to meet the demands of other clients. He has taken money on 
deposit or current account from A and has lent it to B. A requires it 
back. What is the banker to do if B candidly admits that he cannot 
at the moment repay it? Apply that simple principle on a large scale 
to the whole of the transactions of the banker, and it is seen at once why 
he cannot grant credit unless the person who seeks it can justify his claim 
to the accommodation by putting up adequate security. If we were 
` once to accept the claim that everybody who wants to extend his business 
shall be entitled to be financed by his banker without regard to the security 
he offers, we should for a few months have such a feverish boom as this 
country has never witnessed, followed by a collapse so terrific as to be 
unparalleled in the history of this or any other planet. 


“Short” Term Finance 

In plain English, as long as our banking system is what it is, and as 
long as bankers are liable to repay money on demand, they can only 
conduct a system of “short” finance as distinct from “long,” and 
whatever they do must be done on the strength of security that is easily 
realisable. Ask a banker for a three months’ loan on adequate security 
and you will probably get it. At the end of the three months he will 
expect his money back again, though he may, if circumstances are 
congenial, be willing to extend the accommodation for another short 
period. - If, however, he is requested to grant a five-year loan, his attitude 
will be one of dubiety and refusal. He cannot afford five years at a time. 
Long before the close of that period he might find himself faced by a 
period of stress, with many of his customers clamouring for their money, 
and how is he to meet their demands if he has parted with the control 
of his capital for years ahead? If it once became known that he was 
tying up his money indefinitely, he would soon have none left ¢o tie up. 
Once upon a time an important client called upon his bankers and asked 
for the loan of a large sum without any security. The application was . 
reluctantly declined, and he went away, as they feared, offended, and 
intending to close his account. To their surprise he returned and lodged 
a large sum upon deposit. “ I merely tested you by my last application,” 
was his remark. “ Had you been so rash as to comply with my request 
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without security, I should have lost confidence in you ; but your refusal 
satisfied me that you conduct your business on safe principles, and 
therefore I leave my money with you without uneasiness.” 


“ Long”? Term Finance for Industrial Needs 


At the same time, it is quite clear that something ought to be done 
_ to meet the need for industrial finance of the ‘‘long’”’ term type. Apart 
altogether from frenzied visionaries and uncontrollable optimists, there 
are always a number of business men and organisations capable of fruit- 
fully expanding their activities provided only they can be financed over 
a period of years as distinct from a term of months. A loan of £50,000 
for three months is one thing. The concession of the same amount for 
five years is quite another. The man who has only got the money for 
three months cannot venture very far with it. He has always before 
his mind the bogey of repayment. But where the advance is to run for 
five years,.a solid and well-drawn-out programme may be financed by 
means of it, since the borrower is not confronted within a month or two 
by the necessity of providing for the maturity of the loan. 


The German System of Industrial Banking 

In Germany, of course, this problem has been solved by industrial 
banking. The German institution will finance industry for the long 
term in a manner which is impossible to banks conducted on the prin- 
ciples accepted as legitimate in this country. It is indeed doubtful 
whether British public opinion would tolerate any such modification of 
banking policy as would be involved in the adoption of long term indus- 
trial finance as part of a banker’s programme. It is for that reason that 
the auspices are so promising for the introduction of another type of 
financial organisation intermediate between the bank on the one hand and 
the investment trust on the other. 


Principle of the Investment Trust 

The investment trust buys promising securities for permanent hold- 
ing. It represents the system of investment by proxy. It says to the 
investor, in effect, “‘ You are nervous about your own capacity to invest. 
You have no great confidence in your own judgment. Very well. Entrust 
your money to me and I will invest it, paying you the dividends less an 
infinitesimal proportion deducted for the expenses of administration.” 
This was, the original principle of the great investment trusts. It is 
true that in later years they have concerned themselves in underwriting, 
in the provision of additional capital to tide an undertaking over a critical 
moment, in the reorganisation of weak businesses, and in various similar 
expedients. But, broadly speaking, they remain what they have always 
been, investment trusts. 
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A Bold Suggestion ' 
On the other hand, suppose that we had a series of industrial finance 
corporations provided with large resources and worked by administrators 
endowed with great financial experience and insight. Not being liable 
to repay their capital to their shareholders on demand these organisations 
could go into long term industrial finance. Here, for instance, is a 
manufacturer who wants to develop a particular branch of foreign trade. 
If he could be accommodated with £100,000 in order to lay down the 
necessary plant he could, within three or four years, have his scheme 
working, and by the end of seven years he would be making large profits. 
This outlook he can justify to the satisfaction of shrewd critics. Such a 
person could approach the directors of an industrial finance corporation 
and lay his schemes before them. If they were satisfied of the validity 
of his claims they would find him the money. They would, in the first 
place, receive adequate interest on their advance, at a rate, no doubt, 
higher than that which would have been paid to a banker for a short loan. 
Doubtless our manufacturer would also be willing to concede some con- 
tingent share in the success of his programme, such, for instance, as the 
call at par on any capital he might issue within a stipulated term after the 
original loan had matured and been paid off. Before the end of the seven 
years our entrepreneur has justified his own foresight. Promptly to 
time he repays the loan. Then the industrial finance corporation is 
ready to utilise the capital in another direction, with equally beneficent 
results. Meanwhile, three distinct lines of benefit can be discerned. 
The manufacturer has been enabled to launch out to an extent which 
would have been impossible had he depended merely upon banking 
accommodation. The shareholders in the industrial finance corporation 
have received a good dividend as a result of this and similar operations. 
Finally, the economic activities of the country have been expanded 
and a large amount of lucrative employment has been found for people 
who might otherwise have been standing with their hands in their pockets. 
This industrial finance is the key to the ever-pressing problem of 
credit. So far only a mere handful of industrial finance corporations 
have come into being. But if we had twenty such concerns, each with 
a paid-up capital of £5,000,000, they would be none too many for the work 
which lies ready to be done. If we cannot imitate the German banking 
system (because it is not, properly speaking, banking at all), we can at 
least put something in its place. In fact, we shall have to do’so in order 
to meet the needs of a vast aggregate of potential enterprise which must 
languish or prove utterly abortive if we do not bring into existence 
something rather more elastic than our splendid banking system. The 
next step in our financial evolution should provide us with the inter- 
mediate financial factor, between the bank on the one hand and the 
investment trust on the other. 
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This tmportant article by a leading accountant proposes an entirely new basis of 
tavation—one that offers a way out of the present hopeless financial postition. 





The Taxable Capacity of a Nation 
A New Conception 


By P. D. Leaks, F.O.A. 
A Member of the Executive Committee of the Income Tax Reform League 


Present methods of taxation are breaking down, and are causing indescribable 
complications and universal’ muddle. Mr. Leake points to the only practicable 


principle of taxation under present-day conditions—a subject of world-wide interest. 
The principle of a Production Tax is clear, and the tax is simple, just, and comparatively 
very easy to levy. 





Urgent Need of Reform 


HE true foundation of the taxable capacity of a nation is the amount 
of its annual production (i.e. the artificial supply of all required 
for man’s wants) arising from the work of its nationals and from the 
capital located within its borders. This subject has only lately assumed 
great and world-wide importance. The reason is to be found in the war 
and the universal financial chaos following it. Almost every civilised: 
nation is now imposing heavy taxation upon individuals, and preparing 
still further to increase the weight of this taxation. 


Meaning of Production 

In considering this subject it is important always to keep in mind 
the fact that—properly conceived—a production tax is a true income 
tax and nothing more. Income includes all profit, and profit includes 
all production. Complete production, which includes distribution, is 
wholly the result, in some finally distributed form, of the exercise of useful 
human effort. All such result is profit. In computing profit it is not 
permissible to deduct from production certain parts or shares received 
out of production in the form of fixed or regular—weekly or monthly— 
payments, called wages or salaries, and then to say that profit is no 
more than the remaining balance of production. The balance so arrived 
at is the mere remainder of production available as remuneration for 
the employer, and for the capital employed. Production then, being 
profit, and profit being income, it is true to say that a production tax is 
an income tax, justly laid. 

In the circumstances of the time, it has become particularly necessary 
to examine the whole problem of taxation from a new point of view— 
wide enough to enable full regard to be paid to the international, as well 
as to the national, aspects of the matter. Asa result of this examination, 
it will be found that the present basis upon which income taxes are 
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generally levied is unsound and must ultimately fall. Among the reasons 
for this is one of an international or external character. For instance— 
it is sought by nations to tax the profits arising from the services of 
capital existing in the territory of other nations. Those other nations 
give protection to the industries exercised within their own borders, and 
are entitled to the benefit of the whole taxable capacity of those industries. 
Another reason is of a national or internal character. Taxable capacity 
has come to be interpreted as having reference to the magnitude, in 
amount, of selected annual incomes of individuals, instead of to the 
amount of the annual production of a nation. This principle is self- 
destructive because it involves the invasion by the tax gatherer of 
the nursery of industrial capital. The sudden and overwhelming nature 
of this recent invasion is not yet generally realised. 


British Income Taxation 

It will be convenient first to take a general view of the present position 
of British income taxation. In Great Britain, the income tax is an old 
and well tried instrument for raising some portion of the national revenue. 
Immediately before the war rather less than one-fourth of the revenue 
was raised by means of income tax and super tax. The super tax was 
first imposed by the’ Finance (1909/10) Act, 1910. Prior to 1910—and 
it is only about ten years ago—income taxation was a very light matter, 
although the income tax had been almost continuously in operation since 
its re-imposition in the year 1842. How light the tax was is shown by the 
fact that during the last thirty years of the nineteenth century the rate of 
income tax averaged less than 6d. in the £, and in no single year of that 
period did it excéed 8d. in the £. For the first ten years of the present 
century income tax averaged only about Is. in the £. 

The following statement of the approximate sources of British national 
revenue, before the war and after, gives an indication of the typical 
proportion of the national revenue contributed by the several sources, 
including the income tax and super tax. 


SOURCE. OF NATIONAL Pre-War. Post-War. Per 
REVENUE. Million xs. | Per cent. Million £’s. cent, 

Customs and Excise ; d : A 70 35-0 270 27 
Income Tax and Super Tax . : ; 45 22:5 350 35 
Excess Profits Duty : g i ; — —— 280 28 
Estate and other Inland Revenue Duties , 35 17-5 50 ° 5 
Post Office and other Receipts : ; 50 25:0 50. 5 

£200 | 100-0 £1,000 100 





: : 

Thus, in pre-war days, the payers of income tax and super tax contri- 

buted 22:5 per cent towards the national revenue, and in post-war days 

the proportion has increased to 35 per cent under the head of income tax 
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and super tax, and there was also a contribution equal to 28 per cent 
under the head of excess profits duty. 

On the withdrawal of the excess profits duty the amount hitherto 
collected under this head will fall into the area of profits chargeable to 
income tax and super tax. Taking the annual amount paid as excess 
profits duty at £280 millions, and the average rate of income tax and 
super tax at 6s. 8d. in the £ over all chargeable incomes, this £280 millions 
would, if profits were maintained, yield further income and super taxes 
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amounting to about £93 millions. Thus it seems that direct taxation 
in the form of income tax and super tax would then-contribute 55 per 
cent of £800 millions—an approximate total revenue which may be 
typical of the position, if profits are maintained, after the withdrawal 
of excess profits duty. This 55 per cent does not include either the new 
corporation profits tax, or the estate, probate, and legacy duties which 
are all direct taxes. The amount of these duties would’ add upwards 
of another 5 per cent to the proportion of the post-war national revenue 
contributed by direct taxation—raising this to nearly two-thirds of the 
total revenue. 
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Of what does Capital Consist ? j 


It is becoming clear that unless, in the future, the nations of the world 
are content to restrict taxation to production arising out of the work 
of their own nationals and from the services of capital located within 
their own borders, all international investment of capital will become 
so unattractive as to cause it to be restricted to a minimum. The fact 
is not yet widely enough understood that—setting off debtors to cancel 
creditors—existing capital consists wholly of exchangeable materials 
and commodities, including, of course, money—which is a commodity, 
and which in the United Kingdom represents only about 1 per cent 
of existing capital. It has lately been shown that about 60 per cent 
of British national capital is actually engaged in industry or production. 
This capital exists in the form of agricultural lands, buildings, plant, 
machinery, stock in trade, and the like. Rather more than two-thirds 
of all this capital is located in the United Kingdom, and about one- 
third is located outside the United Kingdom. Something like 25 per 
cent of British ‘national capital is represented by lands in private 
occupation and dwelling houses in the United Kingdom; furniture ; 
works of art; wearing apparel, etc.; while the remaining 15 per cent 
consists of government and local property, gold and silver money, 
and foreign, Indian and colonial government securities. 


Trespassing upon other Nations 

As already pointed out, it has happened since the war that almost 
all nations are finding it necessary to lay heavy burdens of taxation 
upon individuals, and they are turning almost universally to some form 
ofincome tax. They are, for the most part, largely following the practice 
in regard to such taxes adopted in the United Kingdom. While the 
rate of income tax was low—as it was until a few years ago—the two 
greatest defects inherent to our British system were practically harmless 
and remained undiscovered. Now, however, the position is completely 
altered. The combined taxes levied in the United Kingdom on large 
incomes amount to about 12s. in the £, regardless of whether those 
incomes are also taxable by other nations. This involves a trespass upon 
those other nations. Incomes which arise abroad are now subjected—in 
an increasing degree—to a heavy deduction for income tax in the country 
of origin and the position of our nationals who own such incomes is un- 
bearable. It is true that an attempt has been made in recent finance 
acts to render such duplication of income tax less burdensome in the 
case of incomes arising within the British Empire, but the relief—even 
when obtained—is only of a partial character, and attempts to administer 
it are leading to endless complications and difficulties. 

As all existing British capital—save only foreign, Indian, and colonial 
government securities belonging to British subjects—consists of some 
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férm of exchangeable materials and commodities, it follows that—-when 
capital is invested abroad by British nationals—that capital is necessarily 
under the protection of the country in which it is situated, and the 
production or profit, arising out of the services of that capital, is a proper 
subject for taxation by the nation in whose territory the materials and 
commodities are located. Our present system of income tax was instituted 
under conditions differing widely from those of to-day. It has always 
disregarded this difficulty inherent to the material nature of all existing 
capital and wholly ignored the territorial limitations of taxation. These 
omissions—comparatively unimportant before the war—have now 
assumed vital importance, and must be remedied. 

It is sometimes said that a natural right exists to tax the profits 
arising from British capital invested abroad, because Great Britain 
extends protection to such capital. It is to be feared, however, that 
this is a misconception. Whatever may be the ultimate result, it is 
clear, for instance, that the British owner of a factory, a railway, or a mine, 
located in Russia has found, to his cost, that the safety, or otherwise, 
of capital depends upon the Government of the country in which that 
capital is located. 

It will be said that if the profits arising out of British capital invested 
abroad are exempted from British income tax, too much capital will 
go abroad. But this is not so. The production arising from British 
capital located in civilised countries abroad will almost certainly be 
heavily taxed by the countries in which it is actually employed. When 
the world once more attains to something like normal conditions of 
trade and industry, capital will surely be attracted to that country in 
which its share of production is greatest and is least heavily taxed. A 
' possible saving in taxation in some countries, however, will no doubt 
be out-weighed by the greater risk to which capital is exposed when 
invested in comparatively undeveloped and unsettled regions of the 
world. 


Invading the Nursery of Capital ae 


But the most serious defect of our system of income taxation un- 
doubtedly is that it construes taxable capacity by reference to the size 
of individual incomes. In order to promote and increase production, 
and to ‘provide constant and increasing employment, there must be a 
constant flow of capital into industry. This is needed for renewing 
and extending the indispensable plant, machinery, stock, etc. Capital 
arises only from savings. There is no other source of capital. For this 
reason, it is in the common interests of all in a civilised community to 
protect and encourage the larger incomes, from which alone the great 
bulk of savings arise. How do we do this? 

The sixty-third Report of the Commissioners of Inland Revenue 
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for the year ended 31st March, 1920, which has been recently issued, 
shows that for the previous year, 1918-19, the total income tax and super 
tax received amounted in round figures to {350 millons. This amount 
was assessed on approximately 3,500,000 separate incomes, of which the 
great mass—no less than three millions in number—did not exceed £500 
perannum. Assuming the number of voters in this country to be twenty 
millions, and that each has an income, the position may be stated as 
follows— 















Estimate Amount of 
of National Income Tax 
Income. and Super Tax. 
Voters free, or entirely relieved, from £8 £'8 
Income Tax and Super’ Tax. .| 16,500,000 nil 
Voters paying under 3s. in the & on. 
incomes not exceeding {£500 -| 3,000,000 £4,400,000,000 25,000,000 
Voters paying over 33. in the é © on in- 
comes exceeding £500 : 500,000 325,000,000 







20, 000, 000 


The Report further shows that, included in the 500,000 incomes 
exceeding £500 a year, are about 25,000 incomes exceeding £5,000 a year, 
of which 150 exceed £100,000 a year. Under our graduated system of 
income taxation the individuals owning:the larger incomes must make 
a contribution to the revenue for income tax and super tax of about 
12s. in the {—apart altogether from the payment of income taxes in 
other countries—in addition to corporation profits tax and death duties, 
which latter duties operate as a deferred additional income tax. The 
effect of this system is to destroy the big incomes, and with them the only 
source of the great bulk of fresh industrial capital. For instance, it is ` 
obvious that an income of {50,000 a year provides far more fresh capital 
to co-operate in industry than do fifty incomes each of £1,000 a year. 


Transgressing Magna Charta 


The study of this Report leads inevitably to the conclusion that— 
besides mistaking the foundation of taxable capacity—we have, in recent 
years, been levying taxation without the payers of the taxes having any 
effective representation and so without their consent. It is startling to 
find that about twenty millions of individuals, by means of their votes, 
levy taxation on half a million of their number. This directly trarisgresses 
one of the greatest principles of liberty laid down in Magna Charta—the 
doctrine that without the consent of the taxed there can be no lawful 
taxation. 

It may seem at first sight to be quite a natural inference that in a 
civilised community, where there are, say, 25,000 incomes exceeding 
£5,000 a year, including some of upwards of £100,000 a year, a great 
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improvement in social conditions would result by arranging for the more 
even distribution of these incomes. It may appear that arrangements 
could be made, to the common advantage, to supply incomes to those 
who have none, and to supplement those incomes which are below what 
is considered the maintenance level. Such a plan is attractive in theory, 
but fatal in practice. It destroys security, and it weakens individual 
independence and responsibility. It must ultimately result in the 
destruction of organised industry in any civilised community which 
continues to experiment in that direction: Our present methods of income 
taxation are based on a misconception of the foundation of taxable 
capacity, and are slowly and surely resulting in destroying the indis- 
pensable large incomes. Thus the main source of new industrial capital 
will tend continuously to diminish. | 

Adam Smith truly said that the prosperity of a country depends on 
the amount of its capital ; and the amount of its capital depends on the 
habit of saving ; while the habit of saving, in its turn, is governed by the 
desire we all feel of bettering our condition—a desire so inherent in our 
nature that it comes to us from the womb, and only leaves us in the grave. 
He pointed out that the real cause of our prosperity was the fact that we 
enjoyed, undisturbed, the fruit of our own labour. Whenever this right 
is tolerably secure, every man will be selfishly bent on procuring for 
himself either present or future advantage. ‘‘ And,” said Adam Smith, 
“it is well that such should be the case, for, by thus pursuing his per- 
sonal interest, he aids society more than if his views were generous and 
exalted. Some people affect to carry on trade for the good of others ; 
but this is mere affectation, though, to say the truth, it is an affectation 
not very common among merchants, and many words are not needed 
to dissuade them from so foolish a practice.” 


W hat ts the Alternative ? 


Is there any practicable alternative form of taxation? In considering 
this, the impossibility of continuing the present system of taxation, which 
is strangling trade and gradually destroying industry and enterprise 
must be kept in mind. It is a question of comparison—of weighing 
the evils of one system against the evils of another system. When a 
civilised community has incurred heavy collective obligations involving 
a vast annual expenditure, the annual revenue needed to meet that 
expenditure can surely be laid most successfully, and with least damage, 
upon the whole production of that civilised community. It will then 
automatically find its economic level, and distribute itself in the way 
least harmful over the whole productive energy of the nation. The 
tax should be laid upon all production at the points where the production 
actually arises as explained below. 

Production is, as already stated, no more than economic profit, 
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although the meaning of the word profit, in the sense it is commonly used} 
is generally now restricted to that share of production which falls to 
employers and to capital. In the case of a private enterprise the share 
of production usually treated as profit excludes all except the return 
for the proprietor’s own services, and the services of that part of the 
capital employed in the enterprise which belongs to him. In the case 
of a public company the share of production which has come to be regarded 
as profit is even more restricted, being limited to that final remainder 
of production which is allocated as the reward of the services of the 
shareholders’ capital. - 

In order to illustrate the meaning of production, suppose the simple 
case of a manufacturing undertaking, the output of which for a given 
year realises £100,000. The profit and loss account might stand thus— 














Stock at beginning of year. . £10,000 | Sales ‘ ; . £100,000 
Purchases (Materials) ; . 10,000 Stock at end of year : ; . 10,000 
Wages ; A . -80,900 i 
Balance carried down . = . 30,000 
£110,000 £110,000 
ree a outlay on plant, , | Gross Profit brought down . . 30,000 
5,000 


es including postages, 
travelling, telephones; station- 
ery, printing, and other out-of- 


pockets 5,000 
Rent ‘ ; A f . 71,000 
Salaries. -. 8,000 
Interest où borrowed capital . 1,000 


Balance, commonly called profit, 
being ‘the reward for the proprie- 
tor’s services and for the services 
of that part of the capital em- 
ployed in the enterprise which 
belongs to him, i.e. which is not 
hired or borrowed . s . 10,000 





The production of the above enterprise for the year is £80,000, made 


up as under— 
. Wages £80,000 
Salaries : ' : ‘ ; 8,000 
Rent of hired premises ; ‘ ‘ i ‘ 1,000 
Interest on borrowed capital . 1,000 


Proprietor’s services, and the services of his capital 10,000 ° 








This production is the net increase of value arising out of the particular 
undertaking as the result of the co-operation of the various kinds of 
æ human effort and of capital. This net increase of value falls to be divided 
between the co-operators. The co-operators include those who contribute 
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human effort, whether as wage-earners, salary-earners, or employers— 
together with those who contribute the use of their capital whether it 
be land and buildings required for occupation, or money sunk in plant, 
machinery, and stock, and for other purposes of the undertaking. Thus 
production is really revenue, less only the cost of any and all goods and 
services received from other undertakings. Such cost includes all pay- 
ments for materials used, payments for carriage, and, in fact, all payments 
made except for the services of employers and employed, and for the use 
of all capital—including land and buildings occupied—irrespective of 
ownership. 

In the case of this undertaking a 10 per cent production tax would 
involve the payment of £8,000, being 10 per cent on £80,000. The tax 
would be assessed in one amount which would vastly simplify the present 
practice. The method now in use would involve the assessment of the 
proprietor to Income tax and super tax on a three years average; the 
separate assessment to income tax, and perhaps super tax, of each salary 
earner, and the quarterly assessment of each of a number of individual 
wage-earners. In each case the whole income of each individual has to 
be inquired into, and computations made of total income, and thereafter 
claims by individuals for repayments of income tax frequently arise. 
All this detail would be avoided by a tax on production: levied in the 
manner suggested. The figures stated above may be varied, for the sake 
of further illustration, in such a way as to apply to an enterprise, other- 
wise similar, but employing less wage-earners and more proprietor’s 
capital. Included in the £80,000 production, there might thus be wages 
£10,000, and proprietor’s services, and the services of his capital £60,000. 
This would still involve payment of the same amount of production 
tax, but under our present capital-destroying system the £60,000 income 
of the proprietor might be mulcted by income tax and super tax to the 
extent of upwards of one half of the whole. This arises from our 
misconception of the doctrine of taxable capacity. 


Present Income Tax, Super Tax, and Corporation 
Profits Tax Superseded 


It is not possible here to do more than suggest a sum which may 
represent the amount of production or profit arising annually within 
the United Kingdom. If this is assumed to be £4,400 millions per annum, 

a tax of 10 per cent or 2s. in the £ would yield £440 millions, and this 
might ‘be necessary at first, in order to raise the revenue required to meet 
present post-war conditions. Such a tax would-supersede the income 
tax and super tax as now levied, which, after the abolition of excess 
profits duty, would—-with profits maintained—produce about £443 
millions per annum. The new corporation profits tax should also be @ 
abolished. . 
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It is probable, as already stated, that about one-third of that part 
of our national capital actually engaged in industry or production is 
located outside the United Kingdom. It is quite time that we realised 
that it has now become both impracticable and impolitic to attempt to 
lay a British tax upon the profits arising out of capital located in another 
country. The production of capital located abroad should not be taxed 
here. But, on the other hand, the production both of capital and of 
services engaged in domestic satisfactions in this country should be 
taxed as explained below. Production of this character has hitherto 
escaped income taxation, except upon the annual value of domestic 
lands and houses. 

The assessment of a uniform production tax would be simple indeed 
compared with our present methods of income taxation. It is not 
possible here to attempt to describe the state of confusion and chaos 
into which the present income tax. complications are leading us. If 
we could get rid of these complications and uncertainties, and substitute 
a simple tax assessed on the broadest basis, the benefit to industry, and 
to all engaged in industry, would be incalculable. 


The Suggested Turn-over Tax * 


Another form of taxation on a broad basis has been suggested and 
discussed at length recently. This is called the Turn-over Tax. -The 
great objection to this is that, being based on revenue or sales, it includes 
the same production several times over. The proposal for a Turn-over 
Tax is that every purchaser of a commodity at each stage of its evolution 
from the raw material to the finished product should pay an addition of 
1 per cent to the price at which he buys. The tanner, for example, who 
buys hides would pay 1 per cent as tax in addition to the seller’s price, 
the manufacturer would buy at the tanner’s price plus an addition of 
1 per cent, and so the operation would continue stage by stage until the 
eventual purchase of boots by the retail dealer’s customer. The customer, 
in his turn, would pay 1 per cent as tax in addition to the price charged 
by the bootseller. This system of taxation seems less equitable and more 
clumsy to apply than a tax laid on all production as it arises. It is, 
however, being tried with results which are said to be remarkably 
successful in Canada and in certain other countries. 


Advantages of a True Income Tax 
What would be the results of the imposition of a tax on production 
or profit in the sense described in this article? The tax would always 
be levied at each point at which either co-operative or independent 
human effort is exercised. The comparative simplicity would be extra- 
ordinary. There would, for instance, be no specific deduction of tax 
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frbm individual dividend warrants. It would do away permanently 
with the computation of individual incomes, and with Government 
interference in regard to the magnitude of individual incomes. It would, 
of course, necessitate an economic re-arrangement of the division of 
annual production or profit amongst the various co-operators, viz., wage- 
earners, Salary-earners, employers, and capital. It would give an immense 
impetus to co-operative industry, because the exercise of individual 
ability and enterprise would become attractive once more. It would 
leave the division of production, after paying a uniform tax of 10 
per cent or less, to the free play of natural economic laws. It would 
tend to bring clearly to the sight of all the fact that the interests of all 
co-operators in industry are common interests. All would begin to 
understand that more and more production is needed because then there 
is more and more to divide. The only difficulty is the equitable division 
of the production, but employers and employed can best settle this without 
direct Government intervention, and the truth of this is now coming 
to be recognised by all classes. It would certainly make clearer to the 
wage-earner that he occupies a preferred position to the extent that 
he receives his share, with weekly regularity, even if the particular 
industry results in a loss. When there is a loss, his weekly wages are, 
to the extent of the loss, actually paid out of the capital belonging to the 
employer, or other person, who contributes and risks the capital required 
. by the industry. 

But the most important result of all, from the point of view of industry 
and of those dependent thereon, would be that large incomes—the great 
feeders of industrial capital—would come again into existence. From these 
alone capital flows freely into industry to co-operate with human effort 
in increasing production. At the present time, by a wrong conception 
of the foundation of taxable capacity, big incomes are being destroyed. 
Employers are becoming indifferent and disinclined to enterprise. The 
tax gatherer is indeed in full possession of the nursery of capital, and 
consequently the supply of capital to industry is diminishing. This 
tendency will become increasingly apparent. When will this fact be 
generally recognised and steps taken to remedy it? 

A production tax such as is here suggested would, of course, involve 
the taxing of all individuals working as principals, including all occupa- 
tions in the nature of merchanting—which is part of our system of 
productien and distribution—the professions, such as authors, artists, 
actors, lawyers, and all agents, brokers and the like. All independent 
workers are participants in our system of production and distribution, 
and would be permitted to deduct from their gross earnings only the actual 
cost of commodities and services rendered to them by sources outside 
their own employees. Earners of wages and of salaries would not 
themselves be liable to pay directly any production tax. Their earnings 
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would be so adjusted with their employers that they would reach a natural 
economic level. 

In regard to domestic satisfactions, mentioned above, as the annual 
value of capital represented by lands and houses in private occupation 
would be taxed, so should the annual value of furniture, works of art, 
jewellery, wearing apparel, and other personal belongings be also taxed. 
The capital value of all such property is ascertained for insurance purposes, 
and the annual value for purposes of taxation might be taken as equal 
to 5 per cent, or more or less, of the capital value, according to the nature 
of the possessions. And again, production represented by all domestic 
service would be rightly taxed—production ‘being, in fact, the artificial 
supply of all required for man’s wants. But let it be remembered that 
the production tax would supersede all the present complicated and 
destructive taxes on income so called. 

It is clear, of course,.that with a production tax of 10 per cent the 
balance of industrial production remaining to be divided would be less— 
and so the general level of the earnings.of employers and employed, and 
also of industrial capital would be less—than with a production tax of, say, 
only 5 per cent. But one great advantage of this proposal is that there 
is no interference with the operation of natural economic laws. Our 
captains of industry would then be unshackled and encouraged in every 
way freely to exercise their ability and enterprise with a feeling of cer- 
tainty and security. An immense upthrust in industry and production 
would inevitably result, and the economic well-being of all would soon 
be very greatly improved. It has been possible here to suggest only a 
mere outline of this vast subject, which urgently calls for clear thinking, 
and for careful development in detail, in view or the great and growing 
need for world-wide taxation reform. 


A Romance of Sheffield Industry 


"TBE discovery, made at Sheffield some seven or eight years ago, of the method 
4 of manufacturing stainless steel has practically revolutionised the cutlery 
trade, as is well known, but it is not so widely appreciated, says The Times, that 
stainless iron can be manufactured by much the same process, with the exception 
that a smaller quantity of carbon-free, ferro chrome is required. It is the absence 
of carbon which eliminates the liability to rust. Stainless iron is now being manu- 
factured by ten or twelve Sheffield firms, and has attracted great attention. It 
has been largely used for the production of golf clubs, kitchen ranges, grates, 
fenders, cooking utensils, and also in the manufacture of bonnet boxes and other 
fittings for motor-cars. Untarnishable door mats, spring mattresses, etc., are made 
from it, and for these, and many other uses, its untarnishable qualities, whereby . 
all labour of cleaning is obviated, are of the greatest value. 
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portant recent developments at the Port of London and the progressive wo: 
~ governing authority are interestingly described in this readable article. 





London’s Port 


How it is Governed 
l By J. A. DUNNAGE 


Por attention has recently been focused on the Port of London, 

where the King has formally opened a new dock bearing his name, 
and many business men have asked themselves for the first time exactly 
who or what are the Port of London Authority. I propose to answer 
this question briefly and without technicalities. 
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THE KING GEORGE V DOCK 


Opening ceremony: Cutting the silken cord across the entrance lock 








London is a very ancient port—Hilaire Belloc, in his Historic Thames, 
gives interesting reasons for its inception and growth to suprem impor- 
tance—but at the beginning of the present century some dissatisfaction 
existed with the policy of the competing private companies in whose 
hands lay the management of the greatest port of the Empire. It was 
argued that, in default of a strenuous programme of improvement, the 
Port would fall behind, though the suggested toll on goods to raise 
requisite funds was not welcomed. _ 
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Royal Commissions were constituted, the press teemed with sug? 
gestions, and finally, in 1908, the Port of London Bill was successfully _ 
© launched by the present Prime Minister and speedily becamé law. — 
= On 31st March, 1909, the new Port of London Authority assumed the | 
powers and duties, and took over the properties of the London & India, 
Surrey Commercial and Millwall Docks Companies, the Thames Con- 
© servancy in respect to the river below Teddington Lock, and the Water- 
= men’s Company in respect of the registration of craft and of lightermen 
and watermen. The purchase price of all these undertakings was fixed 

by the Act at over £22,000,000. 






Constitution and Purpose 

The Port Authority is a democratic body. It consists of 28 mem- 
bers, 18 elected by the payers of dues and charges, and the Wharfingers 
in the Port: 10 nominated from interested bodies as follows— 


1 by the Admiralty ; 

2 by the Board of Trade ; 

4 by the London County Council ; 
2 by the City Corporation ; 

1 by Trinity House. 

These 28 members choose a chairman, either from among themselves 
or from outside their number : the present chairman, Viscount Devonport, 
having so far held office from the commencement. ; 

The Authority’s mission was, briefly, to modernise the dock proper- 
ties, unify the working, standardise rates, and do everything possible to 
maintain London as the premier port of the world. The re-classification 

-of the staff, and the unification of rates and working methods were pro- 
ceeded with concurrently, and a comprehensive scheme of improvements 
to the dock properties, classified according to urgency, was rapidly 
<= prepared and quickly commenced. Cranes of greater capacity and more 
modern type were installed, extra shed and warehouse space with labour- 
< saving machinery was provided, and the general policy has been .by 
~ carefully-chosen works to get the most from the existing properties. 
River channels have been widened and deepened, and pumps installed 
at certain locks have secured admission to vessels of deeper draft than 
© was formerly possible. A huge cold store at the Royal Albert Docks, 
-equipped with the most modern mechanical appliances for handling 
. meat cargoes, is a recent attempt to cater for one of London’s most 
-important trades. ; 




















Recent Progress and Development 7 
But, beyond all these matters of detail, there were the critics who 
-said that London was falling behind the times, and that the rapidly 
increasing size of modern vessels would soon leave her docks obsolete. 
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It does not appear probable. Though from an engineering point of 
view the size of vessels may increase indefinitely, there are questions of 
return on capital outlay, mobility, quick turn-round, and, above all, 

the still unknown possibilities of aerial transport, as deterrents to colossal 
shipbuilding. Still, London is prepared, in any case! The new dock 
just completed is of vast extent and well equipped and its governing _ 
factor, the entrance lock, is 800 ft. long and 100 ft. wide with a depth 





GENERAL VIEW OF THE NEW DOCK, SHOWING EXPANSE OF 
65 ACRES OF WATER 


of 45 ft.--ample for any vessel likely to visit London for many years 
to come. 

Further, to meet the exponents of the river jetty idea, a two-storey 
cargo jetty 1,000 ft. long has just been completed in the river at Tilbury, 
having sheds, cranes and adequate rail connection. This is designed to 
meet the convenience of large vessels having to tranship a small quantity 
of cargo and wishing to avoid the time necessary for docking and 
undocking. 

Making allowance for the difficult war and post-war period, one must 
concede*that since 1909 the task of modernising their properties has. 
been taken up with energy and resourcefulness. This was to be ex- 
pected, seeing that the Port Authority are not a shadowy nebulous 
“ they,” they are ourselves! The point is one not generally appreciated. 
The business men who form the governing body are elected by London’s 
traders, who would speedily return new members if the port were not 
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run in the best interests of London’s trade. - The Authority work always 
in consultation with Chambers of Commerce and Trade Societies, through 
which channels any minor grievances can be righted. 


Not a Profit-making Body 

The Port Authority does not make profits, in the accepted meaning 
of the term. The transfer of the docks to public control was effected 
by the creation of Port Stock issued in exchange for a like amount of- 


the dock companies’ shares. This stock bears a fixed, and low, rate of 





interest, which is, of course, a charge on revenue, but except for a Sinking 
Fund for gradual redemption of Port Stock there are no profits, and when 
the surplus is not required for extensions and renovations it will go 
toward reducing the charges. Summaries of the annual accounts usually 


appear in the public press. 








London is far more than a mere “ terminal” or point of junction 
between ship and rail; the import, export and transhipment trade are 
-of great importance, but not less so is the vast warehousing business. 
Valuable products of all kinds are stored in the Authority’s warehouses 
pending sale at periodic auctions attended by buyers from all parts of 
the world. Sales are mostly on sample, and the tasks of sampling, 
sorting goods for quality, condition and grade, and displaying them for 
sale, are carried out by the dock foremen, each an expert in his par- 
ticularline. A visit during working hours to the London and St. Katharine 
Docks and Cutler Street Warehouse. would open the eyes of many 
Londoners whose extreme eastern limit of knowledge has been the 
Mansion House. 
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The Accountant-Lecturers’ Association 


At the Annual Meeting of the Accountant-Lecturers’ Association held at 
LÀ Lincoln House, High Holborn, on the 13th ult., the Committee presented 
their report which showed various changes in the personnel and recorded good work 
accomplished on behalf of the Accountant-Lecturer. The Association extends 
its membership to the British Dominions. The following officers were elected for 
the coming year—~President : Professor Lawrence R. Dicksee, M.Com,, F.C.A. 
(London University); Vice-Presidents: Mr. Roger N. Carter, M.Com., F.C.A. 

(Manchester University); Mr. S. Dawson, M.Com., F.C.A. (Late Birmingham 


0 University) ; Lieut. Col. J. Grimwood, C.B., D.$.0., F.S.A.A. (Corps of Military 


_ Accountants); Mr. T, P. Laird, M.A., C.A. (Edinburgh University); Mr. J. G. 
Bennett, A.S.A.A.; Mr, F. M. De Paula, F.C.A.; Mr. H. T. Eldridge, E.S.A A. ; 


= Major F. Sharles, F.S.A.A., A.C.LS.; Mr. H. A. Wesson, F.S.A.A., A.C.IS. 








Mr. M. Moustardier, A.S.A.A., A.C.I.S., was re-elected Hon. Secretary, and the 
address of the Association is 29 Kenninghall Road, London, E.5. 
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T'o delegate responsibility and keep in touch with subordinates ; that is the crux of 
the management problem. This thoughtful article will help you to solve tt. 





‘Keeping in Touch” 


By Jonn Ime, M.A., M.Com,.Sc. 


The Key to Successful Management 


HE head of one of the largest electrical works in the United States, 

who has spent some months in England, in answer to a question as 
to the cardinal principle which should govern management, replied 
“ Keeping in Touch.” On being asked to develop the idea he said that 
the principal danger which beset most managers was the temptation to 
have too minute a knowledge of their work. This usually had two 
results. It checked the enthusiasm of the immediate subordinates ; it 
failed to secure a thorough grip on essentials. “ Keeping in touch,” he 
said, “ means exactly what it says and no more or less. You are to be 
just in touch with every department of your business. It must be a 
sensitive touch, ready to feel every little change, but it must not be 
more than a touch, for that is the fundamental error of the nervous 
manager. It must be ‘ keeping’ in touch, too, that is to say, it must 
not be in touch at this moment and not in touch at another moment. 
There must be a permanent relation of intimacy and it should not be 
erratic. Yes, that is the whole secret of management—‘ keeping in 
touch,’ ” 

If we analyse the content of this advice, we shall find that it raises 
a high standard of management. It involves a complete trust in the 
sectional management as to the control of details. It means that the 
manager himself; while he deputes detailed management to others, yet 
identifies himself with that detailed management. It means that while 
he trusts his men, it is not the blind trust of the absentee, or the care- 
less trust of the indifferent, or the compulsory trust of the incompetent. 
The chief who keeps “in touch ” must be present, and interested, and 
competent. It is a fine discipline for him to determine himself to be 
“in touch.” He must devise some means of being “in touch,” of 
knowing costs and outputs, so that his daily contact with the work is 
not necessarily that of the direct observer who walks about and casts 
an eye, which is not always an eagle eye, upon the workers. It is no 
use being “in touch ” if it is not enlightened or helpful. It must be 
an inspiring touch or it is worse than useless. 


The Ideal Attitude 


“ I don’t know many of my men and women,” said the American, on 
being asked a question as to personal relationship, “ but Iam ‘in touch’ 
with them all.” Here, again, an easy phrase covered an achievement 
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which is exceedingly difficult. To be intimate in the sense of being 
friendly in spirit, without that fuller acquaintanceship which may seem 
to be the basis of favouritism, is no easy task. It means sometimes 
that the apparently cold and distant chief is the most approachable, 
if his day-by-day endeavour is to be “in touch.” It is knowledge of 
those who work for him and with him which he seeks. It is not the 
smile for the attractive woman or the commendation for the sycophantic 
man. Rather it is the cool attitude of striving day by day to under- 
stand without that poking into privacy which is more mischievous than 
frank ignorance and often betokens an ignorance which is not frank. 
Such an attitude will cultivate its sensitiveness. It will welcome the 
feeling—an indefinable feeling—that some disharmony has arisen and 
it will set out to remove the disharmony. It will “ keep in touch,” no 
more, no less. 

So it will strive that the whole realm of the world’s knowledge shall 
be at the disposal of the business. He cannot master everything; he 
cannot know all secrets. But he can “ keep in touch” with all sorts 
of developments and discoveries. He will watch them from their be- 
ginnings and understand each new addition which is made either to 
skill or to knowledge. If he pretends to understand them thoroughly, 
he will be as foolish as if he pretends to know all his staff thoroughly. 
Besides, it is the function of his experts to understand the processes 
thoroughly just as it is the function of subordinate managers to control 
the details of work. In respect of everything which affects his work 
he must discipline himself within the bounds of “ keeping in touch.” 


£ & * 


So much, having written it, I read out to the American. “ Yes,” 
he said, “ I agree with every word of it, but you must make this addi- 
tion: ‘When you are tempted to go preaching about Management, 
just remember that you can’t know everything about it. You must be 
content to keep in touch.’ The best managers are those that sit down 
in the quiet and think out their own science of management.” 
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“ When an article is on the free-import list of any South American state it is a sure 
sign that it is badly needed, probably for some public purpose.” 
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Anglo-South American Commerce 


Its Organisation and Expansion 
By Of8ARLES DOMVILLE-FIFE 


Laie Correspondent of the “ Times ” in South America. 
Author of “Through Central America,” “The Great States of South 
America,” ete. 


The great states of Latin America offer almost unlimited scope for trade expansion 
to British exporters, There is no Consumers’ Strike in these rich markets. Valuable 


information for thelr successful exploitation will be found in this and succeeding 
-articles by an authority on South America. 





At the present time of commercial convalescence it would be scarcely 

possible to exaggerate the importance of South America as a field 
for the overseas trade of Europe, now so vitally necessary to repair the 
ravages of a world-wide war. It is not so much the profit earned by such 
trade expansion that European nations require as the exchange of food 
and raw materials in return for the manufactured article to equalise 
the complicated systems of exchange between the civilised countries 
of the world. 

For the past five years the position has been little better than that 
of the New World feeding the Old World upon a system of extended 
credit at compound interest. This was unavoidable during the great 
crisis through which Europe has passed, but, although in the future the 
supply of food and raw material must be increased rather than diminished, 
the annual bill, amounting to many millions sterling, can no longer be 
placed to credit account, but must be met by a corresponding export 
of manufactured goods. This finished merchandise must be sold to the 
58,000,000 people inhabiting South America not upon arbitrary conditions 
or upon exorbitant terms, but in open competition with the shipments 
from other countries and against adverse exchanges. This, then, is the 
basis of the problem which confronts the British Empire in its trade 
relations with the ten great states of South America. The financial 
factor is of secondary importance because it is neither cause nor effect, 
but simply a condition dependent on the export trade of Europe as a 
whole or any single country thereof. The possession of a proportionately 
large import trade into these rich nations of the Golden West will, un- 
doubtedly, play an important part in the rapid recovery of a war-worn 
nation’s impaired resources. Its importance to British commerce is 
therefore very considerable, and in this as well as subsequent articles 
an endeavour will be made to give all the information required for the 
successful organisation and extension of business relations with South 
America, 2 
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International Competition ` 

Before plunging into the complicated systems of commerce in vogue 
in these countries, which, in scope, must of necessity cover a wide range 
of subjects, it would: appear to be advisable to briefly review the past 
and present in so far as they relate to Great Britain and her competitors 
in this rich field. 

The average annual value of the foreign imports into these countries 
already reaches {190,000,000 sterling, and is rising at the phenomenal 
rate of £30,000,000 per annum. There are only five serious -competitors 
for the bulk of this colossal trade, viz. the British Empire, the United 
States, France, Italy, and Spain. Germany, who was gaining ground 
very rapidly previous to 1914, will now take many years to recover her 
lost prestige, shipping facilities, and to rebuild her disorganised commer- 
cial organisation in these countries, although big trade propaganda and 
emigratiop-sthemes are already on foot, especially in the Argentine. 
Go-ahead Japan at present offers no very serious competition. Great 
Britain \ lost ground very seriously during the past seven years, and 
almost everywhere, from Panama to Cape Horn, the United States is 
commerctally predominant. 

To know the strength and weakness of rivals is a cardinal factor of 
success in modern commerce, and is as necessary for nations as it is for 
individual firms. In 1914 the British capital invested in South America 
was estimated at over £800,000,000 sterling, and 62 per cent of the shipping 
trade was carried by the Red Ensign. Thousands of Englishmen were 
engaged in the construction and direction of much of the 55,000 miles of 
railroad in operation, the public works of over 100 cities, and the industry 
and commerce commensurate with their country’s investment and foreign 
trade. There were certain British firms predominant in their respective 
spheres in these countries, and, for the most part these great pioneer and 
long established organisations still remain to form the basis for future 
extensions, although perhaps somewhat weakened by the far-flung havoc 
of modern war. Asan indication of these giant undertakings, upon which 
the revival of British foreign trade in this field will in certain measure 
depend, it is only necessary to mention the Royal Mail Steamship 
Company, the Peruvian Corporation, Liebigs, the Nitrate comipanies, the 
great Anglo-South American banks, and the railway companies registered 
in London. A careful search in the Stock Exchange Lists will reveal 
their numbers and financial power. 

Great Britain is not alone, however, in this important respect ; there 
are many United States commercial corporations predominant in their 
respective spheres. For examples of which we have only to look tô such 
undertakings as The United Fruit Company of America, The Singer 
Sewing Machine Company, and several banking, railway, and’ shipping 
corporations. France, too, has big commercial and banking interests, 
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and Germany still has her firms, her agricultural estates, and her thousands 
of settlers. Spain has the ties of language, literature and old associations, 
and Italy the great bond of labour. 

With these advantages of varying value the six great competitors 
in the race for commercial supremacy in South America take the field. 
All of them have a sufficiently strong foothold to participate in the over- 
seas trade of Spanish America, but the extent of such participation, which 
to-day bears a strong resemblance to the keenly contested trade of the 
Indies in by-gone centuries, depends upon the knowledge, organisation, 
skill, and commercial adventure of the competitors themselves. 


Unlimited Scope 

During the world-war there was an annual loss of {90,000,000 sterling 
in the foreign trade of Latin America. The markets of these countries 
were overflowing with produce which could not be shipped abroad, and 
their national finances suffered severely because of the dependence placed 
on indirect taxation (i.e. import duties). The 58,000,000 of people 
went short of much that they needed because of the absence of manu- 
facturing industries at home and the impossibility of getting all they 
required from abroad. Consequently they are now ready to absorb 
vast quantities of foreign merchandise in exchange for their raw 
materials. | 

For a like period there has been an almost complete cessation of the 
hitherto phenomenal development of these countries, due to the stoppage 
of the influx of foreign capital, machinery, and immigration. Hence 
there are now openings for the foreign capitalist which would otherwise 
have been filled, and the governments of these states, realising the urgent 
necessity for re-commencing the exploitation of the vast national re- 
sources, are inclined to be more liberal in their dealings with would-be 
concessionaires. 


Commercial Representatives 

There are, however, complicating factors in the successful organisation 
and extension of British trade in these rich and rapidly rising states 
which may be summed up under the following headings— 


1. Commercial representatives. 

. Credit extensions. 

. Rates of exchange. 

. Patking and transport. 

. The establishment of branches. 

. Efficient organisation and advertising. 

. The study of the exact requirements of these countries. 


N DAOA OG bo 


To neglect this seventh requirement is to ask for costly failure in the 
South American field. 


+ 
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It is not as widely known among business men as it should be that 
foreign commercial travellers in many of these countries of the sub- 
continent are called upon to pay, what may appear from a European 
standpoint, unduly high fees or taxes before they can commence business. 
These charges are, however, usually added to the cost of the goods they 
ell, and are, therefore, in nearly all cases, paid for by the wholesale 
buyers and ultimately by the retail purchasers, and are really only a 
form of indirect taxation for local revenue purposes. It should also be 
observed that when representatives of foreign firms visit these countries 
solely for the purpose of appointing agents and supplying samples, 
catalogues, and even goods (ordinary duty paid) to restdent agents, and 
not for the purpose of direct trade, the payment of the Commercial 
Traveller’s Tax is very seldom demanded. It is decidedly preferable for 
foreign firms attempting to do business in these countries to have resident 
agents in each centre, who know the financial standing of the local business 
men, and upon whom their special representative can call for wholesale 
orders. 


Costly Licences for Commercial Travellers 

The rapidly increasing commercial relations between these agricul- 
tural, pastoral and mining nations of Spanish-American and the more 
populous manufacturing countries of Europe and the United States 
seem to call for an epitomised account being given here of the many 
regulations in force vitally affecting the conduct of foreign commercial 
operations. In Argentina all foreign commercial travellers must obtain 
one or more licences according to their respective zones of operation. 
Under the Federal Law of 1917, the cost of a commercial traveller’s 
permit for the Capital (Buenos Aires) varies from {43 13s. to the quite 
respectable sum of £436 10s., according to the class of goods sold. This 
tax applies to permits granted by the Federal Authorities only, and is 
exclusive of the licence fees charged by the Provincial and Municipal 
Governments in the remaining areas of the Republic. These vary from 
£5 to £50. A typical example is that of the Province of Salta, which has 
an annual tariff, as follows—tissues £87, haberdashery £52, groceries £35, 
hardware £48, china and glass £22, boots and shoes £35, hats £17 10s., 
men’s clothing £70, women’s clothing £17 10s., sugar £87, wines £17 10s., ° 
drugs £26. These licences, which must be taken out before commencing 
business, can, however, be obtained at half-rates for a period of six 
months. i 

Although the Federal Government of Brazil does not require foreign 
commercial travellers to take out any special licence, the State and 
Municipal administrations have various forms of taxation. In 
Rio de Janeiro (the Capital) no fees are charged, but the Municipality of 
São Paulo, the second largest city in the country, requires the payment of 
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£67. The State of Bahia charges £7 for each visit made by the traveller, 
and the State of Pernambuco requires a licence, costing £40, to be taken 
out by all who do not possess a resident place of business; but this 
is usually overcome by travellers making use of the premises of a 
resident. 

In addition to these licences a power of Attorney, registered before 
a local Notary Public, from the foreign firm to the traveller in Brazil 
is needed if the latter receives payment for sales of any kind. Samples 
of little or no value are admitted free of duty, but samples of value are 
dutiable, and there is no refund. For this reason samples are mostly 
sold in the country. 

Under the law of 1916, Chile departed from her previous custom of 
charging no duties or taxes in any part of the country on the operations 
of commercial travellers. Now a tax of about £28 is required for each 
department of the country in which business is carried on. This tax is, 
however, not payable if the foreign firm has a resident selling agency in 
Chile, and is usually overcome by the traveller arranging to attach his 
firm’s name-plate to an established place of business and paying a nominal 
trading licence. 

In Colombia, commercial travellers must pay taxes according to the 
class of commercial operations in which they are engaged, and local 
dues according to the place or places in which business is carried on. In 
Bogota, the Capital, there is no charge, but in Cartagena, the principal 
commercial centre, permanent agents pay £12 per annum, and commercial 
travellers {1 for the period during which they remain. 

A single and uniform tax of £10, payable at the Custom House on 
entering the Republic entitles the foreign commercial traveller to carry 
on his calling in any part of the small, tropical state of Ecuador; but in 
the equally small Republic of Paraguay he must obtain a licence to trade 
in each municipality visited. The fees vary according to the importance 
of the firms represented, which is decided by an advisory board of local 
merchants. The fees of the different classes payable in the five most 
important towns are as follows— 


£ s.d. 
Ist class 74 16 7 for 6 months 
and ,, 34 8 6 ,, n” 
3d p» 34 0 3 ,, p 
áth ,„ à è - AOS, A 
. Sth s,, ‘ i - 166 6 


ae as 


Travellers or principals of firms having resident agents can carry on 
their business without paying any of these licences. Here, as elsewhere 
in the whole of South America, no special facilities are accorded on the 
railways. 

In Uruguay, a licence costing about £21 annually must be taken out 
by all foreign travellers visiting the country. These licences expire on 
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the 31st December, but the full amount is charged regardless of the date 
of application. Application must first be made to the Chief of Police 
at Montevideo. 

Venezuela imposes no special taxes but requires all persons entering 
the country to produce a certificate of vaccination, legalised by a Venezu- 
elan Consul. Trunks containing samples must pay duty without refund; 
but wooden boxes enter duty free. 

While no national tax is levied in Bolivia each town has its own special 
charge, which varies from £1 to £50. Owing to variations in the rate 
of exchange the figures given above are liable to change, but may be taken 
as approximately correct. 


An Admirable Crichton of Commerce 


It is perhaps advisable to say something here of the type of foreign 
commercial travellers most suitable for the conduct of operations in the 
South American countries. This may, to some even clever business 
men, sound of far less importance than it really is, because they have 
become accustomed to look upon experienced commercial travellers as 
all much alike and to be measured by the new accounts they open in a 
given time; also because in Great Britain and the United States a well 
advertised and genuine article will mostly sell itself, needing only a 
traveller with sufficient conversational ability, push and bluff. It may 
come as a surprise to many to learn that Spanish~America is the graveyard 
of the so-called “ business-like” commercial. These countries still 
maintain much of the old politeness, love of amusement, and almost 
disdain of trade. Itis the custom to make friends first, then to accompany 
them to some form of amusement or relaxation, and finally to remember 
the “ unpleasant mode whereby they live” and suggest the business 
which has hitherto been tabooed in conversation. Possibly an order 
worth hundreds of pounds will then be settled in a few minutes after 
days of friendly meeting. 

In many parts of the sub-continent it is as well that the traveller 
should not describe himself exactly as he would do in less sensitive 
countries, but should simply be “interested in such and such a firm,” 
and be as capable of mental repose and physical ease at the reception 
of a cabinet minister as in the hut of a peon. It is difficult to lay too 
much stress on this point, because it makes the type of map who is 
frequently successful in other countries little short of a failure i in South 
America. It is quite as important as a knowledge of Spanish, and more 
important to an employer than the salary paid for the services of such 
an Admirable Crichton of Commerce. It is, however, equally as necessary 
to avoid the supercilious or arrogant types. The former will frequently 
display an affected dislike for anything not of his native land, while the 
latter will alienate the sympathies of an innately polite race. 
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Period of Credit 


The South American countries may economically be described as 
agricultural, pastoral and mining communities, and as is the case with 
all such states, demand long credit from foreign firms endeavouring to 
carry on an import trade with them. The reason, briefly described, is 
that the small colonist, whether he be agriculturalist or miner, seldom has 
sufficient capital to maintain himself and family and carry on his industry 
without obtaining credit from the local store-keeper, who, to use an 
American mining expression, “‘grubstakes’’ him until he reaps his 
harvest or strikes “ pay-dirt.”” This would be a purely personal trans- 
action of no economic importance if the local trader was, himself, a 
capitalist in a small way, but such is seldom the case; he looks to the 
wholesale house with whom he deals to extend to him the credit that he 
passes on to his customer, and without doing which he could not transact 
business. The wholesale house, having all its available capital locked up 
in this way, and naturally seeking to avoid setting a limit to the business 
it is able to transact with its retail buyers, turns to the manufacturers 
or importers, and, by nicely balancing one against the other, obtains the 
capital required by securing credit upon each wholesale order. 

The importer able to extend the longest credit to those wholesale 
houses who take his goods is therefore better able to increase his business. 
In South America, to this must be added, the length of time occupied by 
the transport of goods from the coast to the interior and in remitting 
cash or produce from the interior to the coast, an operation which fre- 
quently occupies six months. These and other considerations, such as 
the international commercial rivalry, temporary adverse exchanges, 
make it imperative for foreign firms desiring to do business in these 
‘lucrative and growing markets to extend very considerable credit to its 
wholesale buyers. The usual period is sixty to ninety days, but it would 
strengthen the hand of any representative in South America if he was 
able to grant to wholesale firms of good standing, at least ninety to one 
hundred and twenty days, and preferably one year. This could be made 
easy by the establishment of more British branch banks in South America, 
or some form of insurance against bad debts, which are, however, not . 
frequent. 


Import Duties 

There are manufacturers even to-day who hesitate to open up trade 
with the South American countries because of the high tariffs. In the 
first place the duties imposed are mostly for revenue purposes only, and 
the amount of such duties is simply added to the price of the goods im- 
ported and is eventually paid by the consumer, who recognises it as a 
form of indirect taxation, often in lieu of an income tax. It is a less 
noticeable form of obtaining the necessary national revenue. In very 
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few cases are duties imposed on foreign imports in order to protect home 
industries, or as a means of differentiating between the goods from one 
foreign country and another, although Brazil departed from this rule in 
favour of the United States some few years ago. 

Sales are very frequently effected by foreign firms with prices quoted 
ex-import duty, which is then paid by the wholesale purchaser resident 
in the country, who can be relied upon to get from the officials the lowest 
possible assessment. When an article is on the free-tmport list of any 
South American State it is a sure sign that it is badly needed, probably 
for some public purpose. Chambers of Commerce would do well to keep 
interested members posted upon these points. 


Packing and Transport 

Anyone who has seen the packages of merchandise lowered by derrick 
from the rolling ship to the still more unstable lighter at many a so- 
called South American port which is really only a more or less sheltered 
bay, and then pass through the line of drenching surf to the shore, will 
realise that packing for transport of this kind is a speciality. If there is 
also a journey of some hundreds of miles inland on mule-back, or even 
in railway trucks or river steamers, it becomes an art, and if all this 
movement has to take place in the tropical zone of the north, subject 
to great heat, torrential downpours, damp mists, and the gentle hands of 
native coolies, it develops into a scrence, needing experience and a separate 
department before it can be undertaken successfully.. Surely the War 
has provided England with many expert packers for overland transport 
in the tropics, and yet an advertisement offering such service is seldom 
if ever seen. 

All directions should be printed on bales and cases in Spanish and in 
English for all the South American countries except Brazil, where Portu- 
guese 1s spoken. 

Few things are more exasperating to the up-country trader than to 
have valuable supplies, for which he has probably been waiting six or 
-nine months, and which, in the tropical regions, can only be transported 
during certain seasons, rendered utterly useless by faulty packing. 
Especially as, whatever condition they arrive in, he will probably have to 
pay their cost, the import duties, and the heavy transport charges, which 
often amount to 200 per cent more than the value of the goods. 


Publicity 


One of the most neglected branches of Anglo-South E com- 
mercial organisation is efficient publicity. Few firms trouble to ascertain 
the value of advertising in these countries, and the truth is that publicity 
is both more important and more costly than in either Europe or the 
United States. The reason for the former is that travellers cannot 
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cover the country districts nearly so closely as is possible in more developed 
and more populated states of smaller area (Brazil alone being almost as 
Jarge as the whole of Europe), and, therefore, when a name or trade- 
mark becomes known and is asked for local traders order direct from the 
wholesale houses, and; if their customers are satisfied, they continue to 
buy the same article for a long period without expecting to see a traveller. 
Often these small retailers carry on their business hundreds of miles from 
a town, and do all their buying from advertisements and catalogues. 
It is, in fact, no uncommon thing for them to advertsse soliciting catalogues 
in Spanish from foreign firms, as a reference to such local publications as 
“The Guide to Ecuador ” will fully demonstrate. 

The reason for the high cost of all forms of advertising is principally 
due to the wages paid, the vast areas over which the journals circulate, 
and to the cosmopolitan population of many of these countries, which 
frequently make it necessary to reproduce the same advertisement in 
journals printed in different languages for the different colonies. 

Finally it should be pointed out that the South American exports 
of every large commercial house should be dealt with by a specially 
equipped department with its own general managers in the countries 
of origin and sale. 


World Tour of “ British Industry ” 


AS ambitious project of the greatest interest to British exporters is revealed 
in the announcement that a specially designed exhibition ship, to be known 
as ‘‘ British Industry,” will leave the Thames in the summer of 1923 for the chief 
ports of the world. Its purpose will be the exhibition of British manufactures of 
all kinds, and the venture should make a strong appeal to merchants and manu- 
facturers. It is proposed that the British trade ship shall be specially constructed 
from designs which have been prepared by Messrs. Swan, Hunter and Wigham 
Richardson, Ltd., and every detail of her equipment is to exhibit British work- 
manship at its best. There are to be eight decks, four for the exhibition proper, 
the others to be devoted to the exhibition offices, a bank, an insurance office, 
interpreters’ rooms, etc., and to the accommodation of the trade representatives 
accompanying the tour. A cinema for reproducing processes of manufacture is 
also to be installed. The British Trade Ship, Ltd. (registered offices, 12 Grosvenor 
Gardens, 5.W.1), has been formed to carry through this enterprising scheme. Earl 
Grey is the chairman of a very influential body of directors, and no effort will be 
spared to ensure the success of the expedition, which is conceived on a scale 
admirably calculated to impress the imagination of foreign and colonial buyers 
with the magnitude of British trade. 
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The Most Hated Tax 


T falls to the lot of few taxes to be “ popular,” but certainly, of the 
many levied on us to-day, none is so widely hated as that remunerative 





a 


- one—the income tax. Nor is.the cause of its unpopularity to be traced 


to the blind obstinacy of the individuals on whom it is levied. It is 
due, rather, to the manner of its administration ; to the knowledge that 
in districts where the opposition is sufficiently strong, payment of the 
tax is frequently evaded ; and to the extraordinary difficulty experienced 
in recovering any money when once it has found its way into the coffers 
of the Exchequer. f 

When, last year, the papers relating to income tax repayment claims 
were transferred from London to the provincial areas, we-were told that 
this would, imer alsa, make for greater expedition in the settlement 
of these claims. So far from this proving to be the case, however, it is 
probably safe to say that never before has there been so much unnecessary 
and unaccountable delay in settling claims as there has been during the 
present year. Weeks often run into long months before the most straight- 
forward claims are settled ; cases of genuine hardship through the with-. 
holding of the money due are loftily ignored ; and the pettiest inquiries 
are set on foot, presumably with the object of so exasperating the tax- 
payer that he simply will not be bothered to claim back amounts due 
to him unless the sum at stake is a considerable one. 

The constitution of the Income Tax Department seems to have been 
evolved on the assumption that income tax was bound to prove unpopular ; 
that there would consequently be evasions by certain persons ; and that 
therefore they might as well make it as difficult as possible even for 
honest persons to get back anything due to them, so that, on balance, 
the department would lose as little as possible. But if this is logical, it 
is certainly not honest. 

The Inspectors of Taxes are doubtless quite suitable persons for 
their work. They are, however, servants of the Government, and, as 
such, always anxious to make a good showing when, as frequently 
happens, they are appointed to a new district. They represent but one 
side of the question, and they and their staffs either are not instructed 
or not disposed to put forward any points to enable claimants to obtain 
allowances to which they may be entitled. The result, therefore, is 
that on the side of the Government is an official who has spent his whole 
career in mastering the intricacies of income tax legislation ; while on 
the other side is the business man or the widow, often with little enough 
time to devote to such matters, or ignorant of his or her rights; and 
so the Government gets the better of them in nine cases out of 
every ten. 
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“ There is a general reluctance on the part of British merchants and manufacturers 
to advertise their goods abroad in anything like a sufficiently wide manner.” ` 





How to Capture. the Foreign Market 


By WALTER O. STEN, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Lid. 


How to overcome racial barriers and build up goodwill abroad—a subject of 
intense interest to every exporter-—is dealt with in this article, valuable hints being 


given on continental business habits, the best methods of advertising, and the study of 
foreign languages for business purposes. 





4. The Goodwill of an Export Business 


MAN: books and more articles have at varying times appeared on 
that strange intangible object of potential wealth which, for 
want of a better term, is called ‘‘ Goodwill.” Its broad value is at once 
variable and unlimited. Placed in the hands of the right person, its 
value may be a hundred times more than if given to someone who is 
lacking in understanding, and an incompetent man may easily bring 
down its value to nothing. 

We cannot make laws governing human nature, nor can we lay 
down hard and fast rules for the right governance of such a wide and 
semi-theoretical subject as “‘ Goodwill,” but we can with some degree 
of certainty examine and state certain principles which, if followed, wil 
help to increase its potential value. The intrinsic value of any business 
is what it will bring in to its proprietors, and to make a concern a paying 
one, it must have.proper channels through which its output may flow 
unrestricted into the hands of the consumers. All the channels through 
which our trade and commerce flow have had, at some time or another, 
to be dug out of the soil or hewed out of the rocks of competition and 
Opposition in the same way as our canals and artificial waterways, and 
just as these same canals and waterways require further labour from 
time to time to keep their passage clear and free, so, too, do the channels 
of our commerce need dredging to keep them open. 


The True Criterion of Goodwill 


The old school of Salesmanship made Turnover the main criterion 
to its intrinsic value, but the fact that the turnover was not always 
maintained has made them search for the causes of it, and thus to make 
Regularity ot Business rather than mere Turnover the main consideration. 
For what will it profit a man if he gain a new customer to-day by cunning 
and stupid salesmanship if he is to lose him again to-morrow when the 
latter has discovered this fact? Many a business man can make one 
deal with a new customer, but real salesmanship comes in in the keeping 
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of that customer, and in making the first deal the forerunner of a regular 
flow of orders. A business built up on these lines has the greatest 
potential Goodwill. To get this Goodwill abroad requires greater 
effort and a more extensive knowledge of business methods than is the 
case at home. 





Continental Exactitude in Business 


One of the greatest essentials is a psychological knowledge of the 
peoples concerned. As a rule, on the Continent very few orders are 
taken over the telephone, nearly all of them are made in writing, and 
this has tended to make the people more exact and minute over small 
details than is the case over here. Consequently, a connection is far 
more likely to be a regular and permanent one if this minuteness is 
reciprocated by us than if the small details are either dealt with hap- 
hazardly or glossed over altogether. It is the small things in life which 
cause the most annoyance and irritation, and in business life, therefore, 
the small—so-called unimportant—details need the most watching, 
especially on the Continent. A good example of this can be given in 
the matter of cashing a cheque. The care and minuteness, we would 
almost say business; which is taken to ensure payment to the right person 
of an open cheque is unknown in this country. To the average Englishman 
the questions which are put to him in cashing a letter of credit abroad 
must appear either ridiculous or impertinent, according to the degree 
of comfort or discomfort which he has experienced en route. 

But it is not alone to banking circles that this exactness is confined. 
It is the same everywhere with any merchant of good standing, and if 
this fact is borne in mind it is bound to enhance the value of the con- 
nection. It is not for us to decide here which of the two temperaments 
is the best for business—our national phlegma and nonchalance, or the 
dotting of the last + and crossing of the last ¢ which is such a common 
feature with many Continental merchants. The thing to bear in mind 
is that we have to take people in life as we find them, and that if we 
wish to do business with them and ingratiate ourselves with them, we 
must do what we can to meet them. It is useless attempting to change 
their nature and temperament any more than it would be for them to 


. try and make us drop our national conservatism. 


Importance of Oral Skill in Foreign Languages 


There can be little doubt that the temperamental and psychological 
feelings play a great part in all international relations. It is precisely 
for this reason that I have always insisted on a close acquaintanceship 
with foreign languages as a means of overcoming the race barriers which 
exist between us and other nations, In this case the limited written 
knowledge of the language concerned, such as we gain at school or 
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varsity, is wholly insufficient. It is the oral knowledge and the ORAL 
knowledge above everything else which counts. In fact, if a man knows 
how to speak a language fairly accurately, and has no knowledge or very 
little of the written portion of it, he is in a much better position than 
the man whose knowledge is vice versd. I have seen travellers go out 
who could probably translate these lines into French or German or 
Spanish as fast as I can write them, and yet when it comes to speaking 
those same words to a customer in his office, they either hesitate and 
stammer or revert back again into plain English, and expect the customer 
to exercise his own wits in trying to make out what the traveller has to say. 

To say tdtomatically in another language what one could say plainly 
in one’s own is necessarily a hard task which only practical experience 
can teach, but the task is worth it, and will repay the learner over and 
over again in a hundred and. one ways which he never dreamt of before. 
To those of my readers who have travelled both in countries where 
they speak the language as well as in countries where they do not, 
the truth of these facts will be most apparent. The ability to speak 
a language permits a person to mix up socially with the people in a 
manner which will enable him to judge their character and weigh them 
up just the same as he would one of his own countrymen, and this 
ability is more necessary to a business man than to anybody else. Even 
a foreigner who speaks English perfectly cannot be weighed up or 
characterised with just that same degree of accuracy as when he converses 
in his own language. No man, however long he may speak a language, 
has that same sense of homely feeling, pleasant and soothing to the 
ear, as when he speaks his own mother-tongue. 

It is just on this point that the business man must work. It may be 
a weakness, but after all is said and done, and in spite of all our strivings 
and efforts to become perfect, we still remain at heart frail human 
beings. A slang, idiomatic phrase in the customer’s own language, 
perfectly intoned and uttered at the right moment, is a more convincing 
argument and will do more to break the ice than a thousand fine literary 
phrases, either in his language or our own. One pitfall which we should 
beware of abroad is the use of English slang. Even where a foreigner 
speaks English perfectly, the sound of slang is very puzzling to him, 
and being thus liable to misconstruction, may cause an unintended rift 
in the lute. Some of our expressions, if taken in their literal meaning, 
sound very incongruous, and unless we are quite sure that the foreigner 
understands their intended meaning, they should be scrupulously avoided. 


The Foreigner’s Point of View 
Taken broadly, the whole question of learning a foreign language for 
business purposes should be looked at from the points of view both of 
the foreigner and ourselves. The foreigner’s argument is that when he 
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comes to England to sell his wares, and even when he comes to buy, 
he has to speak English more or less fluently so as to make himself 
understood, then why should not we too learn to speak his language 
at any rate when we come to his country to sell our goods. He is quite 
ready to speak English when we come to buy from him, and to exercise 
his linguistic powers to try and sell his own goods, and he thinks that 
we should so far meet him as to make our offers in his language and 
speak it when we go over to see him. 

Of the soundness of his argument there can be no doubt, and if we 
desire to capture the foreign markets in the teeth of competition from 
other countries, who pay special attention to this point, we, too, will 
have to study foreign languages so as to speak and write them 
grammatically. l 


The Business Languages of Europe 


A natural corollary to the study of foreign languages for business. 
purposes is that catalogues and price-lists should, where possible, þe 
printed in the language of the country to which they are sent. Most 
big importers.abroad can read English intelligently, but there is a certain 
class which cannot, and this class will not be reached unless steps are 
taken to make things plain to them. The way to do this is to have 
lists printed in two or three important languages, such as French, 
German, Spanish, or Italian, or to have separate lists in any single one 
of them, and to send that one out which will be of most advantage. 
There will be no difficulty, as far as the principal European countries 
are concerned, but attention should be paid to some of the smaller States. 
If the language of the respective country cannot be used, the best 
language for Holland, Denmark, and Norway is English; for Sweden, 
Finland, and the various Baltic States carved out of the former Russian 
Empire, German, which should also be used in communications with 
what was formerly Austria-Hungary. For the Balkan States it is 
difficult to lay down an exact rule, as so many merchants there know 
only one of the principal European languages in addition to their own, 
and to be on the safe side information on this point should be quite 
frankly and openly asked for. For Switzerland, either French or German 
can be used, except for the French portion of the-country, where the 
former language alone should be employed. 

Besides the use of the necessary language, it is also a great Advantage 
if prices can be quoted in the currency of the country concerned. 
Fluctuations in the rates of exchange can be easily guarded against by 


selling the foreign currency “forward ” to a British bank when the 


order from abroad is received, and the buyer on his side will know 

exactly what he has to pay for his goods. If the prices are quoted in 

sterling, then the onus of “‘ covering ” is thrown on the buyer, who, 
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if prices and conditions, etc., are fairly equivalent, will naturally give 
preference to a firm which is willing to quote him in his own currency. 
In a previous article I have dealt fully with the various advantages and 
disadvantages of the f.o.b. and cif. methods of quotation, but I 
may here repeat that precisely the same arguments which have induced 
a buyer to give preference to a firm quoting in foreign currency will 
also induce him to prefer anyone quoting c.i.f. 


An Advertising Anomaly 


It seems a strange thing that, whereas British firms are willing to 
spend thousands of pounds a year in advertisements in the United 
Kingdom or the Dominions, most of them are reluctant to invest a penny 
in advertising abroad. Whether it is due to national conservatism or 
lack of belief in its ability to yield a return on the money so spent I do 
not know, but the fact remains that there is a general reluctance on the 
part of British merchants and manufacturers to advertise their goods 
abroad in anything like a sufficiently wide manner. Advertisements 
published abroad, just like advertisements published at home, are 
essentially a sentimental appeal to the buyer, therefore they must be 
phrased in the popular idiomatic vernacular of the country in question. 
But this task need be no barrier to the enterprising merchant, for the 
various big advertising agencies abroad are all able not only to translate 
. the desired advertisement, but also to re-cast it into the proper form, 
so that it will appeal to the intended class of buyer in exactly the same 
way as if it had been drafted by a native direct. 


Film Advertising Abroad 


The cinema, too, is often used as a means of advertisement abroad. 
By this I do not merely mean the display of a few slides, but proper 
films running for 15 or 20 minutes and showing in actual practice the 
various qualities and advantages of the thing in question. One such 
film, which was specially notable, was an advertisement for the well- 
known “ Kupferberg Cold” Champagne. The title of the film was 
“ An Indian Romance,” and no indication was given at the outset that 
this film was anything in the way of an advertisement. The picture 
commenced by displaying an Indian Rajah asking one of his attendants 
to dance for him, and for some minutes there was a display of a native 
dance, which was intended, no doubt, to secure the attention of the 
audience. At the conclusion of the dance, a flagon of wine was brought 
in by one of the Rajah’s servants, and after partaking of some of this, 
the girl resumed her dancing—-this time with more vivacity! After this 
was finished, the Rajah congratulated the girl on her performance, 
and she tersely replied: “Such dancing and vivacity can only be 
accomplished on ‘ Kupferberg Cold’ I” 
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I mention this film particularly because it was acted in such a way 
as not to show the audience that it was merely an advertisement till the 
very end—thus ensuring its observation by everybody—and then only 
was the name which it was intended to advertise mentioned once. 
It was a masterpiece of accurate psychological knowledge, which was 


` well adapted to the temperamental needs of the Continental people. 


This is an important factor to bear in mind in all kinds of Continental 
advertising. Our own style is too much of the “take it or leave it” 
kind, by which our intention is, having duly placed our arguments 
before the prospective buyer, to leave the decision to his mature judgment 
of what is good and what is not, and thus indirectly to flatter him. 
This method, however, does not work successfully with the Continental 
buyers, who need somebody to help them to make up their minds and 
show them in a more direct and in a plainer manner what the good 
qualities and advantages to be gained by a purchase really are. 

The idea of using the screen as a medium for advertising is, of course, 
borrowed from America, where it has already attained a high degree of 
efficiency, and as time goes on its use will no doubt extend to the United 
Kingdom. Another publicity method which is highly in favour on the 
Continent is electric light illumination by night. This method, too, 
has its origin in the States, the Home of Advertising, and by means of 
revolving wheels, or by the constant extinguishing and re-lghting of 
the lights, the man in the street is forced, whether he wants to or 
not, to look up at the sudden blaze of light, and its equally sudden 
disappearance. 

It is here that the sense of Curiosity works. Give a man a solution 
of three-quarters of a problem and he will instinctively try and find 
the fourth part. Give him the complete solution straightaway, and 
he immediately ceases to interest himself in it. A sound knowledge 
of practical Psychology is the shortest cut to good Salesmanship, and 
without it the art of selling would develop into little else than one long, 
laborious lane of drudgery. 


ft grovel eeoneceenees eee ! 
feat tad 

i i 

i 3 

L 
i ri 
rr E 








In many industrial concerns, says Mr. Warner, fatigue with resulting loss of output 
is due to simple causes which are easily remediable. 





The P roblem of Fatigue and Output 


By Granam N. WARNER, M.A, F.S.A. (Scot.)} 


T problem of fatigue and its consequent waste of energy is one 
which has entered largely into the considerations of educational 
psychology in its investigation of schoolroom practice and its place in 
industrial practice is no less important. The eight hour day with which 
we are now quite familiar is one of the manifestations of the interest 
which has been aroused by this problem and one of the results which 
have been obtained by an experimental study of it. 

In schoolroom work it has been found that fatigue is in many cases 
the outcome of causes perfectly and simply remediable and in many 
cases the same thing would be found to prevail in industrial concerns. 
Thus, experiments with pen and drum have been shown to reveal among 
other things that, in schoolroom practice, too great pressure or too 
firm handling of the pen is often a cause of fatigue and consequently of 
imperfect penmanship. 


How to Create Interest in Work 


It has been contended that increase of pressure in handwriting is 
an indication of emphasis in expression, and this we may attribute to 
‘intensity of interest. Where interest is intense expression tends to 
become emphatic. _ 

Thus, in considering the problem of output, we must recognise that 
interest in the work to be done is from every point of view of common- 
sense necessary, but in order that fatigue may be avoided it is essential 
that right methods should be employed in order that interest may dis- 
tribute the attention of the workman or woman over the whole task 
and not spend itself before the work is completed. 

The proper length of working day with the proper intervals for meals 
and leisure gives us one solution to the problem, at least in part. 
Attention cannot be maintained over an indefinite period, it is always 
varying in some degree, always on the outlook for unity. Attention to 
a part or a single point cannot be maintained for many seconds, the mind 
seeks release in a search for unity and attention to what is around. 
Accordingly the release of attention from the immediate work after a 
spell not too greatly protracted serves to ensure the sustaining of it 
over a longer period. 

The problem must, however, be approached front. various angles. 
In its essence the problem ought to be attacked from the beginnings 
where’ we are concerned with the training of our boys. and girls after 
they have passed the qualifying stage at school. For a nation to be 
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first-rate commercially or otherwise, it must have system, and this must 
be begun early and carried right through. 

Mr. H. G. Jenkins, writing in BUSINESS ORGANISATION AND MANAGE- 
MENT in August last, pointed out that the importing of whole systems 
from other countries where they have been successful does not necessarily 
guarantee their success here. And, as in the question of imported 
systems, the further question of their suitability for local conditions is 
involved, so in incorporating ideas which make for the elimination of 
fatigue in one place, we must guard against producing it in other 
directions when we adopt these ideas. 

We may best then consider the problem in detail from three points 
of view— 


(1) The Effects of Fatigue on Output 

These are, broadly, two: (a) lessening of production and irregularity 
of quality, and (b) temperamental effects. 

Fatigue, as a cause of diminished production or of irregularity of 

quality or of both, might be explained in several ways. But that which 
is heaviest in the scale of probability is that with fatigue there comes 
a lessening of interest as an outcome of the physical organism’s failure 
to respond to stimuli and a consequent diversion of attention. The 
responses of the organism become slower and more laboured and the 
loss of alertness, particularly in the visual sense, demands that progress 
should be less marked if the worker is to carry through the task at all 
satisfactorily. 
_ But even this effort to maintain the standard of the article becomes 
more feeble as fatigue increases, and not only do we havea minimum 
of production through temporary physical unfitness, but the quality 
becomes irregular for the same reason. 

But not only do we get the effects referred to, but, if the fatigue is 
frequent of recurrence, we find a temperamental effect. This differs 
from other effects in that it is further reaching and has an active bearing 
on the relations between workpeople and employers.- In this effect of 
fatigue we find the beginnings of widespread dissatisfaction arising from 
the fact of the infection of suggestion. Fatigue recurring, from being. 
merely a sensation, becomes a disposition, the traces becoming more 
firm as the sensations recur. Dissatisfaction thus given rise to in indi- 
viduals becomes an anticipatory tendency, first in individuals and then 
in the group. Thus we find we are called upon to face a section of the 


operatives dissatisfied with one thing and looking for other sources of 
dissatisfaction. 


(2) Where to Look for Causes of Fatigue 


As a matter of social science causes of fatigue are to be found in the 
homes of the workers, in the distances at which they reside from their 
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work, in methods of locomotion, in the quality of food and quantity of 
food obtainable for the meal at noon, and so on. But, as a matter of 
industrial organisation, causes are to be found in many simple and 
easily-obviated ways. : 

In two distinct ways these causes arise: (a) They arise from wrong 
or clumsy methods which call forth an undue amount of energy. This 
is a matter for education of the worker as to the right methods of work- 
ing. In most trades the use of the shortest methods comes to be found 
as generation succeeds generation of operatives. Thus, in such a trade 
as printing, the methods adopted in hand-setting are much more economi- 
cal of energy than they were at one time. The conditions of payment 
will enter here as a potent factor, as, for example, when for years piece- 
rates were paid, there was a natural seeking for the methods by which 
most could be produced. But in trades where piece-rates are not em- 
ployed or in trades generally, the education of apprentices and young 
journeymen must be undertaken to aid in reaching short methods. The 
lines suggested, the junior will improve the work along these and find 
out still more, and so on it will go. 

(b) We have also fatigue arising from faulty conditions. This is a 
matter which all good organisation considers. We have to consider 
such things as faulty lighting and unsatisfactory temperature. Thus, 
in a sewing flat, we may have a number of machines suitably arranged 
with regard to light, but others not placed suitably for window lighting, 
creating the effect that the workers further off from the window light 
are labouring under either the strain of imperfect daylight or artificial 
light. Questions of ventilation, of heating and all that pertains to 
atmospheric conditions must receive attention if fatigue is to be avoided 
and conditions secured suitable for the utmost production. 


(3) Means of Eliminating Fatigue 

(a) With the present generation of workpeople. We must begin by 
attention to the conditions under which the people are working, in 
proper arrangement of the working day, in the stimulation of interest, 
and the creation of an atmosphere free from overmuch restraint. The 
case of Messrs. Dick, Kerr & Co., 1 will illustrate how greatly things may 
be aided by such a simple thing as granting permission to smoke at 
certain hours of the day without stoppage of work. This scheme secures 
the double effect of stimulating interest in the work to be done and in 
quickening the organism to that work. _ 

(b) With regard to the future generation of workers. This will lie 
chiefly in bringing before the new apprentice the value of his work as a 
whole, not as a part isolated from the rest. The Education Authorities 


1 BUSINESS ORGANISATION AND MANAGEMENT, VoL 2, No. 5, p. 449. 
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might assist in this work. There is fatigue which arises from disappoint- 
ment and consequent lack of interest. A system of grading and selecting 
has been carried out by the German Education Authorities which appears 
to have met with much success. Instead of merely general supplementary 
training being given, the children are tested before they enter on their 
secondary course and training is given in the direction for which they 
are best fitted as indicated in the results of the tests. One very valu- 
able result of this is that a boy enters on his apprenticeship with some 
knowledge of what he is to do. The same thing might be tried here. 
We might profitably begin with boys who enter blind alley occupations, 
and make them, by continuation classes, somewhat familiar with the 
trade for which, according to the result of the tests, they seem best 
fitted. The fact of feeling that he knows something about his work 
will be an incentive to the lad. 

For industrial efficiency we must have conditions both subjective 
and objective which will conduce to promoting interest, and the steady 
rate of work which will preserve the organism from undue fatigue. 





The Eight Hour Day 


Or to the Sheffield Chamber of Commerce, there is an impression 
among workmen generally that an eight hour day is compulsory by Act of 
Parliament in practically all productive undertakings ; and it is therefore desirable 
to state that the coal mining industry is the only one in which such limitation of 
working hours has been legally enacted. By mutual agreement between employers’ 
organisations and the trade unions, eight hour shifts have been arranged in some 
trades, but they are not compulsory by Act of Parliament. 





The Gentle Hint 


“ T CONSIDER it to be the Business Magasine of the day, and have strongly 
recommended it to my friends in the business world,” writes a well-known 
sales manager, of Business Organtsation and Management. 

Another reader writes from Wellington, New Zealand : “ I take the opportunity 
here of informing you that so far I have not yet missed an issue whether I was in 
England, South Africa or this country ; and I would like to congratulate you and 
your staff upon the excellent articles appearing therein each month.” 

Your friend will be interested in Business Organtsation and Management. We 
shall be pleased to send him a specimen copy if you will kindly give us his name 
and address. Send the postcard now. 


* 





‘* Responsibility for the undeveloped condition of cost accounting in this country resis 
in no small measure upon accountants.” 





Present Day Costing Problems 


By E. W. NEWMAN, A.C.A. 
Author of “The Theory and Practice of Costing” 


ia This article will provoke much discussion among accountants, whose general 
attitude to the science of Costing is sharply criticised. The author holds that 
the Cost Account is of far greater value than the ordinary form of financial 
accounts, which have serious limitations. The great possibilities of Costing are ably 
demonstrated. 


I. Cost Accounts: Their place and value in Business 
Administration 


HE subject of Costing occupies an important place in the science of 
business. It is.desirable from every point of view that the market 
prices of commodities should bear as constant a relation as possible to 
the cost of producing and distributing them. Such a condition promotes 
stability in trade and commerce, and tends to make for fair and healthy 
competition. Those who enter this competitive warfare armed with 
false costs are a danger to themselves and also to those who find themselves 
in the same competitive field. 

The function of costing is to measure, as accurately as conditions 
will allow, the expenditure incurred in producing and distributing com- 
modities. In ascertaining these costs, problems of some intricacy arise, 
and it is essential, therefore, that the principles applied to the solution 
of these problems should be sound. 

Though this much will be admitted by all, yet the subject has not 
received the adequate attention of the great mass of manufacturers and 
distributors in this country. Had it been given, methods unsound in 
principle which are still very commonly practised would have disappeared. 


Effect of the War on Costing 


Conditions brought about by the war served to attract special attention 
to costing problems. Public interest was aroused through the activities 
of Government departments and Profiteering Committees. So far as 
our manufacturers are concerned, however, attention was enforced. 
It arose in most cases out of disagreement with Government departments 
regarding contract prices. In many of these cases the manufacturer 
was made to realise the crudeness of his costing methods, and principles 
demonstrated to be unsound have probably given place to principles 
less open to objection. It was not, however, the business of Government 
departments to address themselves to the improvement of cost accounting 
methods. Generally speaking, they were more concerned with costing 
principles lying outside the field of accounting processes, and in the 
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application of these principles their representatives had to be content 
with the information which contractors were able to place at their dis- 
posal. Sometimes this information was altogether inadequate for the 
required purposes, and only in very rare instances was it of such a charac- 
ter as to reflect even an average degree of accounting efficiency from a 
costing standpoint. 


Great Advance Possible in Costing Methods 


Though these activities have therefore induced improvement in the 
application of theoretical principles, no similar effect is observable in 
methods of cost accounting, and efficiency in this sphere remains to be 
promoted by education through the ordinary channels. In this direction 
a great step forward is possible. The taking of this step will provide 
manufacturers with an instrument of direction and control the power 
of which they have so far not experienced. It is an instrument also 
the need of which is likely to become more and more insistent. Every 
manufacturer knows that business conditions are at present very difficult. 
Everything is in a state of flux. We have just passed through a period 
when prices kept well in advance of costs. Now, however, it might with 
much truth be said that costs keep well in advance of prices. Manu- 
facturers, therefore, are set about with exceptional difficulties requiring 
persistent vigilance. Consequently they have frequently to consider 
long and anxiously how expenditure may be brought within the limits 
of income, in what directions it is possible to effect economies, and what 
reductions of their costing estimates may safely be made as a result of 
these economies. 

A decline in the demand for manufactured goods also always brings 
with it this particular problem. Although drastic’ economies may be 
resorted to, it is usually found that they are insufficient to maintain 
the same ratio of Indirect or Overhead Expenditure to the Direct Expen- 
diture in wages and material. A decline in the cost of raw materials 
and wages is often more than offset by the increased burden of the In- 
direct Expenditure which in such circumstances has to be spread over a 
restricted output. It is essential, therefore, that a restricted output 
should be handled economically. Half-filled annealing ovens in an 
iron foundry, partly filled kilns in a pottery, for example, consume 
practically the same amount of expenditure as they do when completely 
filed. Every manufacturer, of course, is aware of sources of ‘loss such 
as these, but there are probably many who fail to measure this loss so 
frequently as to bring home its serious nature. Those who do, however, 
are the first to devise ways and means of avoiding parts of such losses, 
which are often avoidable with the exercise of a little foresight. Cost 
Accounts frequently and promptly prepared, which show process 
expenditure measured against output, are invaluable for this purpose. 
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Accountants’ Curious Attitude to Costing 

Responsibility for the undeveloped condition of Cost Accounting 
in this country rests in no small measure upon accountants. Very few 
accountants have in the past made serious attempts to understand the 
problems of costing. There are fewer who have had the necessary 
practical experience of cost office difficulties, and who have, therefore, 
sought to develop methods of accounting of real value for costing purposes. 
Not a few accountants, in fact, consider the subject to be beyond their 
province, if not beneath their dignity. This is a very curious view, for 
the subject of Costing is a highly interesting one, and the solution of its 
problems calls for sound business sense and a high degree of accounting 
skill. This notion is nevertheless very widespread, and it often leads to 
open antagonism between the cost office and the ‘counting house.” 
The status of the cost office is considered inferior, and whatever its 
requirements may be they must not be allowed in any way to upset the 
time-honoured routine of the “ counting-house’”’ or commercial depart- 
ment. It is not surprising, therefore, that cost accounting has remained 
to a certain extent undeveloped. This state of things must cease if 
development is to take place. There should be not merely co-operation 
between the cost and the commercial sides. There should be unification. 
The commercial accountant must seriously consider what services he is 
rendering to the manufacturing community, and whether these services 
are open to considerable improvement. 

What are Cost Accounts? A noticeable feature of much of the 
literature existing upon the subject, particularly that of English authors, 
is the use of the terms “‘ Cost Accounts” and “ Financial Accounts ” in 
antithesis. Emphasis is laid upon the necessity of agreeing the Cost 
Accounts with the Financial Accounts. One frequently finds such phrases 
as the following— 

“Cost Accounts depend upon estimates. Financial Accounts deal 
with facts.” 

“ Cost Accounts should in the aggregate agree with the results shown 
in the Trading Account so far as that account relates to manufacture.” 
(We have italicised the last part of this statement to draw particular 
attention to the idea underlying it.) 

‘ Tf there is a discrepancy between the two, one or both must be wrong, 
and it is usually the Cost Accounts which are in error.” 

“Thè ordinary Trading Account is a locked storehouse of most 
valuable information to which a cost system is the key.” 


Cost Accounts of Greater Value than Ordinary 
Trading Accounts 

Anyone unacquainted with English accounting practice may be 
excused for wondering in what peculiar circumstances “ the ordinary 
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Trading ” or “ Financial ” Account has acquired virtues so superior to 
those possessed by Cost Accounts. We hope to make clear in this article 
that the antithetical use of the terms Financial Accounts and Cost 
Accounts is quite artificial. There is, in fact, no essential difference 
between the two forms. Financial Accounts as we understand them 
are relatively imperfect representations of business transactions, par- 
ticularly in regard to manufacture, and it is with manufacturing accounts 
that this and subsequent articles will deal. Cost Accounts as we under- 
stand them are a more highly developed form of Financial Accounts 
and less influenced by mere convention. They exhibit the various 
elements of manufacturing expenditure so clearly and concisely that a 
manufacturer to whom they are submitted would at once recognise in 
them a much higher degree of usefulness than he is able to extract from 
the usual form of Trading or Profit and Loss Account. 

The antithetical use of the terms before mentioned has apparently 
arisen out of the insularity of the commercial accountant, the almost 
traditional antipathy which he has shown towards the cost office, and his 
lack of acquaintance, generally speaking, with cost problems. He has 
adhered with tenacity to his conventions, and the cost office has been 
prevented from suggesting advancements. It is due to these conditions 
that costing men have been left to practise their own methods, and have 
had to be content with accounts “ which depend upon estimates ”’ 
whereas “ Financial Accounts deal with facts.” 


Serious Limitations to Financial Accounts 

What are these “facts”? Taking the ordinary form of Trading 
and Profit and Loss Account, the whole of the expenditure for the period 
which the account covers is exhibited on the debit side under more or 
less arbitrary accounting classifications. It is usual to find the first 
item described as “stock brought forward.” This is followed by Pur- 
chases, then Wages, and after these a heterogeneous collection of Expense 
items such as Light and Power, Rent, Rates and Insurance, Printing 
and Stationery, Salaries, Travelling Expenses, and so on. 

On the Credit side of the Account appear the Total Sales, Stock Carried 
Forward, Discounts Received, and other sundry sources of Income. The 
difference between the Income and Expenditure thus set out is called 
Profit or Loss, as the case may be. Accounts are drawn in this way 
because accounting has developed more upon commercial and*financial 
than upon manufacturing lines. The national trait described by Napoleon 
as ‘‘shopkeeping ” has largely governed this development. Only the 
operations of buying and selling are exhibited in the common form of 
Financial Accounts, even when these accounts relate to manufacturing 
businesses, despite the fact that, unlike the relationship existing between 
buying and selling in the distributing trades, the two operations are 
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widely separated by the whole organisation of manufacture, requiring 
its own means of control, financial and otherwise. 

Accounts in the form usually prepared have several serious limita- 
tions. The first of these is that no exact relation exists between the 
expenditure on the debit side and the income on the credit side. That 
is to say, the expenditure does not, as a rule, represent the exact expen- 
diture incurred in the production of the Income, or Income values on the 
credit side of the account. The actual expenditure incurred may exceed 
or fall short of the expenditure charged to the account to the extent 
that the “ Stock ” has increased or decreased during the period of the 
account. Stock is the value of expenditure incurred but remaining 
unconsumed at the date on which the account is taken. It consists of 
raw materials in the factory at the close of the financial period. It 
also includes wages expended on finished or partly finished products, 
together with the Indirect or Overhead Expense which may fairly be 
considered to have been incurred in the manufacturing processes which 
these products have undergone. 

The ascertainment of these values is in most cases a lengthy and 
laborious operation. Their measurement also is greatly dependent upon 
estimates. In many cases these estimates are of a very uncertain 
character, and considerable margins of error are possible in arriving at 
the total stock value. 

The first limitation of the general form of financial accounts, therefore, 
is that in the expression of its principal “ fact,” which is the profit or 
loss resulting from the trading of the period, it is dependent for its 
accuracy upon this estimate of stock. 

The second limitation is that it shows a balance ofp rofit or loss, as 
the case may be, but throws very little light from a practical standpoint 
upon the causes which have produced the result shown. If the accounts 
show a profit, it is an aggregation of profits and possibly losses, but the 
separate profits and losses are not ascertainable. 

The third limitation is that it does not, as a rule, express clearly 
the divisions of manufacturing expenditure which are so essential 
from a costing point of view, and which manufacturers generally 
would find so valuable. No clear division is observed between Manu- 
facturing Expense on the one hand, and Selling and Distribution Expense 
on the other. Similarly, no clear division is drawn between the Direct 
and the Indirect or Overhead Expenditure. The natural divisions of 
the Overhead Expenditure are not thrown into relief. For example, 
take the Power Service. This may consist of wages of engineers and 
botlermen, fuel, water, rent of the engine-house, depreciation of the 
engine, and sundry supplies of oil and other material necessary to the 
maintenance of the power-house. In order, therefore, to ascertain the 
separate cost of the Power Service, all this expenditure requires to be 
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_ brought together in the accounts. One usually finds that this is not done. 
The wages of engineers and boilermen are included under the heading 
of wages. The fuel and water expenditure is included under such classi- 
fication as Fuel, Lightand Water. The rent of the engine-house is inclu- 
ded under Rent, Rates and Insurance, and the depreciation of the engine 
is included in the general Depreciation of Plant and Machinery. The 
whole of the Power Expenditure, therefore, is diffused through the 
accounts, and a manufacturer who desires to know the total cost of his 
Power Service has either to dig it out for himself or has to record it 
independently of the Financial Accounts. 

It is the same with the other services or factors of production. Con- 
sider the Supervision and Management Service. How often do we find 
the whole of the expense of this service brought together on the Financial 
Accounts. The like considerations apply to the Stores Service, Tools 
Service and the Buildings Service. 

The fourth limitation relates to the classification of departmental 
expenditure. A manufacturing business usually consists of a number 
of organisations or departments in which the manufacturing conditions 
are widely different. In one department, power may not be used and 
there may be no wear and tear of machine tools. Another department 
may contain exceptionally large machinery for the machining of heavy: 
material requiring to be transported by means of an overhead crane 
system. The differences of manufacturing conditions in these depart- 
ments are reflected financially by differences in the ratio of Direct to 
Indirect or Overhead Expenditure. These differences are of the utmost 
importance in many cases from a costing standpoint. 

The third and fourth limitations are closely allied, for where the cost 
of the Power Service, for example, is diffused through the accounts in the 
way described, its departmental allocation on the basis of power consumed - 
is impracticable so long as the Total Power Cost remains an unknown 
quantity. | 

The fifth limitation is that by reason of the laborious nature of the 
stocktaking process it is usually found impracticable to prepare the 
general form of Trading Account more than once a year. To many 
manufacturers even this is once too often, because manufacturing often 
_ has to cease if stocktaking is to be done carefully and accurately, and 
the loss of working days makes it a costly operation. Assuming the 
accuracy of the valuation, it is only once a year that the manufacturer 
ascertains his true financial position. As the completion of the stock 
valuation often occupies many weeks it is also a financial position 
ascertained when already two or three months old. 

This infrequent ascertainment of the true financial position cannot 
be considered highly satisfactory. Many unwholesome tendencies may 
go unobserved and unarrested during so long a period. Consequently 
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the results often create a surprise. Whether the surprise is agreeable 
or otherwise it serves to show that the amount of light thrown upon the 
finances of the business by periodical accounts prepared in the common 
form leaves much to be desired. Their usefulness from the point of view 
of effective financial control is of a low order. 


ow! 


Advantages of Cost Accounts 

The accounts set out on pp. 66 and 67 are free from the limitations 
above described. They show distinctly the separate elements of cost. These 
elements are to a certain extent independent. Each has its own condi- 
tions, and therefore is susceptible to separate control. On the Manu- 
facturing Account there appears only the expenditure essential to pro- 
duction. In the first place the account is charged with Material Consumed, 
at average cost; secondly, the Direct or Producing Wages; thirdly, 
the Manufacturing Overheads, the totals distributed to costs being 
compared with the actual Overhead Expenditure for the period. The 
total of this expenditure, adjusted by the cost value of Work in Progress 
at the commencing and ending dates, represents the cost of Finished Goods. 

Turning to the Statement of Departmental Overheads and Process 
Expenditure it will be seen that the Expense which is carried in total to 
the Manufacturing Account is concisely set out. The total cost of each 
separate Service to Production is shown and variations in these costs 
are thereby quickly detected and their causes may be investigated. 

The Profit and Loss Account shows the cost of goods sold, together 
with the related expense of Selling and Distribution classified under 
main heads. The account is credited with the sales values, and the 
balance represents the profit for the period. 

With the aid of such accounts as these, manufacturers are able to 
_ watch almost continuously the changes in Manufacturing Expenditure, 
and also in the disposition of *“ floating ” or variable assets. Is the 
Work in Progress increasing or decreasing? If so, is the increase or 
decrease in reasonable relationship to the increase or decrease in Finished 
Stocks? Is the volume of production overtaking the volume of sales, 
or the volume of sales overtaking the volume of production? Are stocks 
of raw material normal or otherwise? Is the Overhead Expenditure 
rising or falling? All these are vital points in the organisation and 
administration of a manufacturing business, and the prompt observance 
of tendencies in any of these directions may have very far reaching results. 

Cost Accounts, in the true sense of the term, should yield prompt 
information upon, these vital points. This information is just what the 
alert manufacturer requires fo know, and there is nothing expressed in 
the general form of Financial Accounts which in the form of accounts 
here exhibited is not expressed more concisely and in truer relation to 
manufacturing conditions. 
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Dr. PROFIT AND LOSS ACCOUNT Cr. 
: £ A É s.id. 
To Cost of Goods sold . . ; 8,964) 7| 4 | By Sales . . 
i5 rer ana Distribution Expense » Discount recelved 
S 4 . . s e . 426 7 
. Deli A A 381 3 
General Administration 8 
1,133) § 68- 
» Discount allowed 279 2 
ji ie load ; ‘ ` . 127; 2) — 
» B ce (subject to Balance o 
Manufacturing Overheads, etc., 
in Suspense) ; ; i 2,981|13| 9 





£13,465/10 11 


In subsequent articles it is proposed to deal with a few of the methods 
essential to the preparation of such accounts. 





A Hint to Advertisers 


i MEX would be slow to make the admission, but the fact remains that they 

are far more likely to be influenced by an announcement in a journal for 
which they have respect than by one in a journal whose pronouncements carry 
no weight. Advertising is by no means the simple matter of exploiting a bright 
idea that the inexperienced imagine. It is unquestionably the most powerful 
instrument known to the world of business, but it must be used with knowledge 
if its full benefits are to be secured. Many costly campaigns from which for many 
months no direct result was derived have proved the foundation of extensive and 
profitable business.” -The Times. 
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Gas as an Industrial Fuel 


EADING engineers are divided into two main schools in their views as to 
which is the most economical and efficient fuel for driving and mechanical 
purposes, the one favouring gas, and the other electricity. Where sufficient water 
power is not readily available for the production of cheap electric force, gas easily 
holds its own, and recent discoveries have tended to strengthen its position. It 
has been found that good gas can be made out of very poor burning materials, or 
even what was formerly regarded as waste matter. Gas of good quality for 
heating purposes can be extracted from turf, and, what is likewise just as unex- 
pected, that turf is rich in tar and various oils, which are of high value. That 
being so, the turf production in Germany—where the technical chemist plays such 
a dominating réle—has doubled of late. At the recent exhibition in Munich of 
motive-power substances, a great feature was made of the powerful heating 
constituents of turf and its cleanliness and harmlessness in furnaces and ovens. 
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Those engaged in the Short Sea Trade can avoid costly delays | in unloading their 
consignments by adopting the simple code explained in this useful article. 


How Short Sea Trade is Expedited 


By E. T. C. Hums 





IME is money ” is undoubtedly a commercial truism. Nowhere 
is this more literally the case than in short'sea trade. To con- 
signees of merchandise carried by shipping lines plying over short routes, 
it is of utmost importance that they receive prompt advice of the expected 
arrival of vessels carrying their goods, together with approximate par- 
ticulars of same, to enable them to make due provision for these to be 
received at the docks, or, if they desire the consignments to be delivered 
overside, to arrange for lighters to be in attendance immediately their 
goods are ready to be discharged from the ships. l 

Frequently importers are not in possession of details of their consign- 
ments, and in order to reduce any delay in unloading to an absolute 
minimum, the ships’ agents at the ports of discharge should be able to 
advise all receivers of the quantity of cargo consigned to them, at least 
a dav or so before the vessels are due to arrive. | 

Owing to the fact that a large proportion of ships engaged in short 
sea trade convey the mails and the resultant absence of alternate fast 
mail routes, it is impossible for a copy of the ships’ manifests to reach 
the agents at discharging ports before the vessels. 

How, then, is it possible for importers to be advised prior to the arrival 
of the ships of goods consigned to them? Modern science has devised 
the means, namely, the telegraph and submarine cable. But in these 
days of high working costs economy has to be practised in every possible 
direction, and cabling expenses offer scope for real “ anti-waste ” activities. 

Many shipowners, therefore, compile a Private Code after the following 
system for use in conjunction with their agents, and telegraph particulars 
of vessels’ cargoes by this means. 


(1) Consecutive numbers, each consisting of three figures, to indicate each vessel in 
the company’s fleet. 


Example— 
500 denoting s.s. Express 
501 s5 >» Venus 
(2) Hour of departure after Continental manner of time. 
Example— 
š i 5 denoting 5 a.m. 
14 is 2 p.m. 
20 3 8 p.m. 


(3) Three figures, as in Section 1, running consecutively to indicate the unit of 
quantity of the various commodities carried, and the name of the consignees. 
Example— 
100 denoting tons Paper for Anglo-Swedish Paper Co. 
101 i bales Bacon ,, A.l Provision Co. 


102 7 cases Eggs ,, Smith & Co. 
103 es cases Glass ,, The Crystal Glass Co. 
j 104 v tubs Lard ,, Al Provision Co. 
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(4) The actual number of bales, tons, etc., is prefixed to the Code Number in Section 3, 
for instance-— , 
50100 would denote 50 tons Paper for The Anglo-Swedish Paper Co. 





A telegram written thus— 
501 14 20100 91101 60102 44103 57104 
would read, de-coded— 


s.s. Venus sailed 2 p.m. 
20 tons Paper for The Anglo-Swedish Paper Co. 
91 bales Bacon ,, The Al Provision Co. 


60 cases Eggs ,, Smith & Co. 
44 cases Glass ,, The Crystal Glass Co. 
57 tubs Lard , Al Provision Co. 


In addition to telegraphing particulars of cargoes it is also possible 
through the medium of the code to notify the number of passengers, 
number of bags of mail, etc. 

The advantages of the code are not confined to the considerable 
economy effected in the cost of telegrams. Co-operation between ship- 
owners and consignees is fostered, and with particulars of their consign- 
ments before them importers are able to effect speedy arrangements 
for the handling of same, resulting in a prompt discharge of the vessels 
and a saving of time and money to all concerned. 





Britain the Shop of the World 


A HUNDRED years ago Napoleon called us, not without a spice of contempt, 
a nation of shopkeepers, It is historically interesting to find Mr. Lloyd George 
developing the metaphor in his own inimitable style at Barnsley; and claiming 
this country to be the shop of the world. ‘‘ The prosperity of a shop does not depend 
upon. the goods inside it. You may have the same goods—more goods, as a matter 
of fact—but there is no one to buy, You may have the same staff, the same direc- 
tion, but that shop is poorer. Why? The people around are poorer—and that is 
what is happening now. 

“ The world is poorer because of the war. We are the shop of the world, and we 
are suffering accordingly, but human industry will fill up things not merely here, 
but throughout the world. The world’s needs are great, They were not supplied 
during the war. They are greater than ever, and gradually they will begin to buy. 
We may have to pass through rather bad times, but they will gradually get better. 
They will not get better for growling about them. They will not get better for 
attempting quack remedies. Keep on the steady path of common-sense and 
experience, keep up your courage, and the world will come right.” 
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“The chairman has no casting vote at common law. To give him this power it must 
be expressly provided for by the Articles.” 





The Chairman’s Art 


By Atsurtr Crew, Barrister-at- Law 


Author of “The Conduct and Procedure at Public 
and Company Meetings ” 


[V.—The Chairman and Voting 


The Ghairman's Declaration as to the Results of 

V oting 

NE of the fundamental duties of a chairman is to take care that 

the sense of the meeting is properly ascertained with regard to any 

question which is properly before the meeting, National Dwellings 
Society v. Sykes, 1894, 3 Ch. 159; in other words, when a matter has 
been properly discussed by a meeting he is to ascertain the opinion of 
the meeting thereon and to declare the result. The methods of voting 
are by voice when there is no doubt that the meeting is practically 
unanimous, but more commonly by a show of hands; one hand, one 
vote. Everyone personally present and entitled to vote has one vote 
‘only in a show of hands independent of the number of shares or proxies 
he holds unless the articles otherwise provide. Where articles allow 
voting by proxy, the chairman, in ascertaining the number of votes given 
on a show of hands, must count the vote of each person who holds proxies 
as a single vote, and not count a vote for each of the members whose 
proxy he holds; but if the proxy is not a member and is not required 
to be, he can apparently vote on a show of hands, Ernest v. Loma Gold 
Mines, 1897, 1 Ch. 1. 

1. Extraordinary and Special Resolutions. S. 68 provides that at any 
meeting at which an extraordinary resolution is submitted to be passed 
or a special resolution is submitted to be passed or confirmed, a declara- 
tion of the chairman that the resolution is carried shall, unless a poll 
is demanded, be conclusive evidence of the fact without proof of the 
number or proportion of the votes recorded in favour of or against the 
resolution. 

2. Ordinary Resolutions. As regards ordinary resolutions, some such 
clause as the following is usually provided in the articles: “ At any 
general meeting a resolution put to the vote of the meeting shall be 
decided on a show of hands, unless a poll is (before or on the declaration 
of the result of the show of hands) demanded by at least three members, 
and, unless a poll is so demanded, a declaration by the chairman that a 
resolution has, on a show of hands, been carried, or carried unanimously, 
or by a particular majority, or lost, and an entry to that effect in the 
book of the proceedings of the company shall be conclusive evidence of 
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the fact, without proof of the number or proportion of the votes re- 
corded in favour of, or against, that resolution.” Table A, Clause 56. 

Such statutory and other provision by the articles as to the declara- 
tion of a chairman in respect of the result of a show of hands prevents 
any question being reopened in legal proceedings and is, at any rate, 
in the absence of fraud, absolutely and not merely primd facie conclusive 
of the fact that the resolution has been carried, Arnot v. United African 
Lands, 1901, 1 Ch. 518, unless there is an apparent error, e.g. when the 
declaration shows on the face of it that the statutory majority has not 
voted in favour of the resolution. In Caratal (New) Mines, 1902, 2 Ch. 
498, an extraordinary resolution was passed at a meeting at which 
twelve shareholders who were entitled to vote were present. Of these, 
eight voted for the resolution, two against it, and two did not vote at 
all. No poll was demanded, and the chairman declared the resolution 
carried. It was held that the extraordinary resolution had not been 
duly passed, in respect that a majority of three-fourths of the members 
entitled to vote who were present at the meeting had not voted in its 
favour as required by S. 68 of the Act, 1908, and that the chairman’s 
declaration that the resolution was carried did not legalise the pro- 
ceedings, it being apparent on the face of them that the statutory 
requirement had not been complied with, etc., John T. Clark & Co. 
48 Sc. L.R. 154, 

‘Where articles declared that if votes were not disallowed at the 
meeting they would be good for all purposes, it was held in Wall v. 
London & Northern Assets Corporation, 1891, 1 Ch. 550, that in the 
absence of fraud or bad faith the resolution could not be impeached on 
the ground that votes.were improperly received. In Betis v. Macnaghten, 
1910, 1 Ch. 430, it was held that notwithstanding a declaration by the 
chairman, the notice of the meeting may be looked at to see if the reso- 
lution is in order. Neither is a chairman’s declaration conclusive where 
there is no quorum, since there would be no meeting, and a chairman 
has no locus standi except at a meeting, i.e. a properly constituted 


meeting. 
The Demand for a Poll and Taking a Poll 


A chairman has important duties and powers in regard to the demand 
for a poll and taking a poll. The demand for a poll is a common law 
right and is an appeal to the general body of members, and is usually 
regulated by the articles which sometimes provide a limit of time for the 
demand and require that a certain proportion of the capital of the com- 
pany shall be represented as well as a number of shares. Table A, 
Clause 56, provides that a poll must be demanded by three members. 
If there is no provision in the articles as to the right of demanding a 
poll, one member may demand a poll, Campbell v. Maund, 1836, 5 A. & 
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E. 865. But this only applies to ordinary resolutions and does not 
apply to extraordinary and special resolutions since 5. 69 provides that 
in such circumstances a poll shall be “ demanded by three persons for 
the time being entitled according to the articles to vote, unless the 
articles of the company require a demand by such number of such per- 
sons, not in any case exceeding five, as may be specified in the articles.” 
When a poll is duly demanded the show of hands goes for nothing, and 
the decision of the meeting depends on the result of the poll, Anthony v. 
Seger, 1 Hag. Con. 913, and in contemplation of the law the meeting 
continues until the poll has been declared, R. v. Wimbledon Local Board, 
8 Q.B.D. 459. Therefore, unless provision is made in the articles, a 
poll once demanded cannot be withdrawn, R. v. Mayor of Dover, 1903, 
1 K.B. 668, and in the absence of any provision in the articles to the 
contrary, the chairman is the person to grant the poll, R. v. Hedges, 
12 A. & E. 159. 

A poll is usually taken at once unless the articles provide to the 
contrary, British Share Co., 6 L.T. 215. But if the matter is of great 
importance, or a representative meeting is not present, he should fix a 
further day giving adequate notice to all shareholders entitled to vote 
as to the appointed time and place. The ordinary method is to require 
every person to sign a paper (to prevent personation) headed “ For ” or 
“ Against’ the resolution. The vote of each member and also any 
proxies he may hold are then inserted by the secretary, and these having 
been added up, the chairman declares the result. But the chairman 
cannot enlarge upon the power of voting, e.g. where voting papers are 
not contemplated by the articles he cannot direct that a poll should be 
taken by means of polling papers signed by the members of the com- 
pany and delivered at the offices of the company on a fixed day, Mac- 
Millan v. Le Rot Mining Co., 1906, 1 Ch. 331. Resolutions must be put 
to the poll separately and not en bloc, otherwise the poll is invalid, 
Patent Wood Key Syndicate v. Pearse, 1906, W. IV, 164. AN the reso- 
lutions may, however, be included on one sheet of paper to be separately 
marked by the voters. As regards proxies, it is for the chairman to 
decide as to their validity, and his decision will stand unless it is proved 
to the Court to be wrong, re Indian Zeodone Co., 26 Ch.D. 70. 

A person may vote at a poll though not present when the poll was 
demanded. The chairman should fix the hours during which the poll 
is to take place; if he does not do so, he cannot close the poll so long 
as votes are coming in, nevertheless, he is not bound to wait for hours 
to see whether voters will come in, though he may direct the continuance 
of the poll at a subsequent period in order to give an opportunity to other 
voters to come in. Any voter who has been improperly excluded may 
invalidate a poll, R. v. Lambeth, 8 A. & E. 356. 

Scrutineers are often appointed by the meeting to report as to the 
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correctness of the result, but this, though desirable, is not necessary 
unless the articles expressly provide, Wandsworth & Putney Gas Co. v. 
Wright, 1870, 22 L.T. 404. They are appointed by the chairman with 
the consent of the meeting, and sometimes the chairman acts as scrutineer. 
It is desirable to provide in the articles for a poll if required to be taken 
on a question of adjournment. 


The Chairman’s Casting Vote 

The chairman has, in common with other members of the company, 
a vote on a show of hands or at a poll, and the value of his vote depends 
like that of other members on the articles as to whether or not it is 
governed by the number of shares he has. 

The chairman has no casting vote at common law. To give him 
this power it must be expressly provided for by the articles. When, 
as the result of the chairman giving his vote, the members on either 
side become exactly equal, the Common Law appears to have provided 
no way out of the difficulty, Nell v. Longbottom, 1894, 1 Q.B. 771. 

But. articles practically always make provision for a casting vote 
following Table A, Clause 58: “In the case of an equality of votes, 
whether on a show of hands or on a poll, the chairman of the meeting 
at which the show of hands takes place or at which the poll is demanded, 
shall be entitled to a second or casting vote.” 

Some chairmen, in order to preserve that impartiality which is a 
most desirable attribute of the chair, rarely exercise their ordinary vote, 
but if the voting concerns a matter which affects their own financial 
interests—as most votes at company meetings do—there is no reason 
why they should not exercise their ordinary votes. Ofcourse, at directors 
meetings a chairman must not usually vote in respect of contracts in 
which he is personally interested, though he may do so at general meetings 
of the company. 

As regards the casting vote, many chairmen decline to exercise it 
on the ground that when the directors or company in general are thus 
evenly divided he is taking on a responsibility which is only approved 
of by half the meeting. If the chairman does not exercise his casting 
vote, which is in addition to his ordinary vote and which may only be 
given when there is an equality of votes, e.g. equality of valid votes, 
the motion, of course, is not carried. The chairman is not, bound to 
give his casting vote, but may adopt the practice of the House of Lords 
where, when an equality of votes is recorded, the motion is deemed to 
be negatived. 

If an appointment of a chairman is made in contravention of the 
articles, it is not regularised by the mere acquiescence of the meet- 
ing, and consequently resolutions carried by the casting vote of sucha 
chairman are inoperative, Clark v. Workman, 1920, 1 I.R. 107. 
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The oryamauiorn and management of a foreign branch are helpfully discussed in this 
concluding instalment of Mr. Doggett May’s article. 





Developing Overseas Markets by means 
of Agents and Branches 


By F. Dogesrr May, A.O.I.S. 


Manufacturing firms who are attracted by the possibilities of opening up a foreign 


connection, or extending one already established, will appreciate the very practical 
advice given in this article on the best methods of organising a profitable export trade. 





(Concluded from p. 492, Vol. IV.) 


ON of the first effects of an agent’s activities would be the receipt 
by the manufacturer of numerous iuquiries for prices and requests 
to be appointed as agents. This is inevitable when once a good selling 
line has become known in a market and the manufacturer’s address 
ascertained. Careful discrimination should be exercised by the manu- 
facturer in the acceptance of business direct from purchasers resident 
in territories where he has agents carrying stocks. Trouble with mer- 
chant firms unwilling to place their business through local agents must 
be avoided, it being remembered that the refusal of the manufacturer 
to supply the merchant firms direct might result in their purchasing 
from competitors. On the other hand, the agents must not be dis- 
couraged by the execution of direct orders which could have been dealt 
with through them. An arrangement should be made with the agents 
whereby the manufacturer reserves the right to execute direct orders 
at his discretion and to allow the agents the usual commission on all 
such business. Small dealers should, as a general rule, be referred back 
to the agents, but large merchant houses should be allowed to order 
direct if they so desire. 

Another method of working this type of agency would be to supply 
the agents on consignment, giving them the exclusive sale of the goods 
in the territories which they cover, fixing their wholesale selling prices 
and allowing them their commission on the sales which they effect. 
In such a case, it would be advisable for the manufacturer to prepay 
all freight and insurance charges to warehouse abroad. The agents 
would pay all customs duties, landing charges, cartage, etc., and deduct 
the amount thereof from their monthly remittances. All expenses of 
distributing would also be met by them, but would not be deducted 
from their remittances unless it was so arranged with the manufacturer. 


Branches 
Immediately a branch is opened which has the exclusive sale in a 
given territory, many of the merchants, especially those who transagt 
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an indent business on a buying commission, will endeavour to substitute 
other makes in order to retain their customers’ business and continue 
to make a profit on goods imported on their behalf. 

It is wiser to continue working through agents and thus be assured 
of a certain margin of profit on every article exported, even on a small 
turnover, than to establish a-branch and make a loss on the year’s 
working owing to heavy overhead expenses. 

A calculation should, therefore, be made in order to arrive at the 
probable result of a year’s trading. A careful study of past business 
with customers in the territory would reveal— 

(1) Probable turnover, after allowance has been made for possible 
increase resulting from the branch’s activities. 

(2) Warehouse space required in order to carry adequate stocks. 

With these two points approximately settled, the cost of running a 
branch could be calculated, the following items being brought into 
account— 

Rent of warehouse and offices. 

Wages of clerks, storekeepers and assistants. 

Salary and commission of manager. 

Cost of placing an additional traveller (or travellers) on the road, 

expenses, commission and salary. 

Probable expenditure on advertising. 

Interest on additional capital locked up in premises, stocks and cash 

at branch. . 

Proportion of head office expenses incurred zor the benefit of the 

branch. 

After adding these items together and ince the total from the 
estimated gross profit on turnover, it would be possible to judge whether 
the establishment of a branch would be a profitable proposition, or 
whether it would be advisable to work through an agent. 

If the establishment of a branch is decided upon, old invoice books 
should be inspected and shipping marks on all goods shipped to the 
country in which the branch would operate should be extracted with 
a view to tracing the original indentors and supplying them in future 
ex-stock at branch. 


Selection of Branch Manager 

In the opinion of the writer, the success of a branch is almost entirely 
dependent upon the activities of the manager placed in charge. 
_ The greatest possible care should be exercised when the choice is 
made. The manager should possess— 

(1) Honesty and trustworthiness. 

(2) A sound knowledge of the business, both ee ene and 
selling. . 
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(3) Push and keenness. 
~ (4) Good health. 
(5) A likeable personality. 


A young man likely to suit himself to his surroundings and wing oo 
to reside permanently abroad should be chosen in preference to an older oe 
though probably more experienced man who would be unwilling to stay ae 


abroad for any lengthy period. 


An adequate salary should be paid, plus a commission on net sales, . 


This is recommended not only in fairness to the man who would be leaving oe 


all his home ties and be forced to make a new home and friends in a oe 





MR. F. DOGGETT MAY 


foreign country, but also for the benefit of the company. It must be 
remembered that the manager is the company’s chief representative in 
the district and should therefore be remunerated at a figure which would 
permit him to move in circles where he would be likely to meet big men 
in a position to place big business. By paying the manager, in addition — 
to his salary, a commission on sales, his remuneration would increase. 
with the growth of the company’s business, and he, realising this, would | 
undoubtedly put forth his best efforts in his own and, incidentally, the 


One of the chief officials of the firm should accompany the binek ie 





manager to the foreign country in order to settle such matters as ro. 
curing warehouse and offices, making banki ar ements, appoint ing 
cal auditors and solicitors, and engaging ware house and office staff. 




















l Uai of J W noue and 1 Offices 

< When choosing the site of warehouse, the following benefits should 
be sought— 

(1) Facility for clearing goods from docks and avoidance of cartage 
and railage charges. | 

(2) Suitability for distributing purposes, i.e. proximity to railway 
goods yard, canal, river, or docks used for inland transport. | 

(3) A good central position as headquarters for salesmen and also 
in a town where most buying is done and, consequently, where prospective 
buyers can easily inspect samples. 

(4) Room for expansion if necessary. 

(5) Advertisement, e.g. the position of the warehouse would pep 
to advertise the goods if situated at the confluence of the chief streets 
or opposite the railway terminus in the leading town. 


Gash Arrangements at Branch 

The manager should be furnished with strict instructions to pay 
into the bank all monies received by the branch on the date of receipt. 
Two accounts at least should be opened at the bank, a paying-in account 
and a drawing account. 

No. 1 Account.—Into this account all monies received by the 
branch should be paid, and the branch manager should not be permitted 
to operate on it except for transferring funds to head office, Deposit 
Account, or to No. 2 Account up to a certain sum per week or month. 

No. 2 Account.—-An estimate should be made of the probable cash 
requirements of the branch manager per month for meeting current 
expenses such as salaries, wages, freight inwards and outwards, rent, 
insurance, travelling expenses, advertising and sundries. A sum slightly — 
in excess of .his amount should then be placed to the credit of No. 2 
Account and the manager should be given authority to draw on the 
No. 2 Account for current expenses and to transfer from No. 1 Account 
a sum sufficient to bring the balance up to the initial deposit. 

On no account should an overdraft be permitted on either Nos. | 
or 2 without the sanction of Head Office, and the bank should be instructed 
accordingly when the accounts are opened. 

_ At the end of every month the bank should send a statement to 


© Head Office showing the amounts standing to the credit of each account. _ g 


‘This statement can then be compared with the cash accounts returned — 
i by the branch, and a check thus kept on the expenditure. > 





= Recording and Checking Branch Accounts 
Goods sent to branches should be invoiced separately from the 
ordinary sales, and be entered in a special consignment book reserved 
for the purpose. 
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A Stock and Sales Book should also be kept, wherein can be re- 
corded the analysis of sales (quantities and values) returned by the 
branch, and a counter check kept of the stock returns made by the 
branch at the end of the accounting period. 

Carbon copies of invoices, sales analysis, credit notes, stock accounts, 
cash reports and bank reconciliation statement should be submitted 
monthly. Failure on the part of the branch to make prompt returns 
of their accounts should be severely censured by’ Head Office. 


All branch accounts should bear the actual signature of the branch 
manager. 


Audit of Branch Accounts 


It is advisable to appoint a local firm of accountants to make a 
monthly cash audit and submit a report to Head Office at the end of 
every month stating that they have duly audited the cash accounts 
kept at the branch and certify that, to the best of their knowledge and 
belief, all amounts expended have been in the prosecution of the com- 
pany’s business. At the end of the accounting period, they would carry 
out a complete audit of the branch books and certify the branch balance 
sheet and schedules returned to Head Office for the purpose of making 
up the accounts for the period. 


Subsidiary Company 

In a country where heavy protective tarifis are levied on foreign 
manufactured articles, the British manufacturer, even with the assistance 
of live agents or a highly qualified selling staff, would find it exceedingly 
difficult to do much business or make much profit. 

If, in such a country, there is a ready market for the manufacturer’s 
products provided their selling prices compare favourably with those 
charged .for local makes, it would be advisable to establish a factory 
abroad and thus avoid import duties, the payment of which would either 
restrict or kill business. 

An admirable way of carrying out such a scheme would be to form 
a subsidiary company in which the parent company and its directors 
would have the controlling interest. 

Other reasons for the establishment of a factory abroad are suggested 
-below. These might in themselves, or collectively, justify such a course 
being taken. 

(1) Lower manufacturing cost owing to cheaper labour, heat and 
power being available. 

(2) Proximity of the actual source of raw materials, with consequent 
saving of double freight. 

(3) Increase in turnover as a result of introduction of local capital 
into the business. 
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(4) Relief from inequitable income tax abroad levied on foreign 
trading corporations. l 

Whether it would be advisable to register the subsidiary concern in 
this country or in the country where it would operate, is a question 
which would require very careful consideration, and the following 
advantages should be carefully weigbed up— 

(1) Elimination of local prejudice against a foreign concern. 

(2) Avoidance of excessive stamp duties on registration. 

(3) Preferential treatment in local taxation. 

(4) Maintenance of complete control from Head Office. 


Working of Subsidiary Company 

An agreement between the parent company and its subsidiary should 
be drawn up and embody the terms under which the subsidiary would 
work. These terms would vary according to the type of company 
formed and might include such items as the following— 

(1) Purchase of assets already existing abroad and belonging to the 
parent company. 

(2) Purchase of goodwill resulting from past trading. 

(3) Assignment of patents, trade marks, etc. 

(4) Granting of privilege to use patents, trade marks and secret 
processes with or without a royality payment to the parent company.. 

(5) Agreement to purchase certain raw materials, machinery, etc., 
from the parent company at certain fixed rates which would show a 
profit to the sellers. 

Unless foreign capital were introduced and the company registered 
abroad, the control exercised by Head Office would be similar to that 
outlined for a branch. 

At regular periods samples of work produced by the overseas factory 
should be submitted to Head Office, and the exchange of views on selling 
schemes, methods of costing, manufacturing processes, advertising, 
welfare among workers, etc., should be encouraged for mutual benefit. 

By giving the question of overseas agencies and branches the atten- 
tion which it deserves, and by stimulating and encouraging the efforts 
of overseas representatives, many British manufacturers who, up to the 
present have been concentrating their efforts on their home trade and 
done little, if any, export business, may, as time goes on, buiid up a. 
world-wide connection which will be the means of providing a,livelihood 
for thousands and confer benefits on all races of mankind. 


at 


“ 








A typically breezy contribution from Dr. Powell, who gives some extraordinary examples 
of the tax-collecting methods of the “‘ revenue-sharks.”’ 





= Table Talk on Business Topics 


By Dr. Erus T. POWRLGL 
Formerly Editor of the “ Financial News” 


AST month we were talking of Slogans, in connection with the 
Remington typewriter advertising scheme. The chat reminded me 
that the slogan of the Highland Grants was “ Stand fast, Craigellachie.”’ 
Once, at a moment of grave crisis in the early days of the Canadian 
Pacific Railway, Lord Mount Stephen, who was in charge in Canada, 
found himself compelled to cable for advice to his trusted associate, 
the late Lord Strathcona, who was in England at the time. In a few 
hours came the reply cable, with the one word “ Craigellachie.”” Both 
of the veteran railway pioneers came from the country of the Highland 
Grants, and Lord Mount Stephen was at no loss to grasp the significance 
of the message. He stood fast—and so does the Canadian Pacific to-day, 
one of the finest of this world’s testimonials to the power of resolute and 
far-sighted enterprise. But the C.P.R. is a private business, under 
non-official management. Make it a government line and it would now 
present the same spectacle of inadequacy and ineptitude as our own 
state-managed Post Office. 


An Unattainable Remedy 


The best remedy of all for the present Post Office muddle is, 
unhappily, one not likely to be adopted. It would be the abandon- 
ment of the existing Government monopoly and the admission of private 
enterprise to the arena of postal transmission. Private enterprise would 
give us back the penny letter post and the halfpenny newspaper post 
immediately, with resulting immense advantages to the public. One 
ought not to look only on the surface in a matter like the ever-increasing 
postal, telegraphic, and telephonic charges. They are, in themselves, 
objectionable, because they are simply the result of mismanagement, 
which would be absent in the case of a private enterprise dependent 
upon profits. But the main objection is economic. Every increase 
in the cost of postal transmission tightens the brake upon the wheel 
of enterprise, which depends so largely upon rapid and facile com- 
munication. It is a limited vision which sees.only the increase of a 
penny in the postage without discerning the concomitant discourage- 
ment to business. Happily, thanks to the efforts of magazines of the 
type of that in which I am writing, the public is becoming every day 
more alive to the economic aspects. And clearly, the higher rates of 
postage are compelling a severe economy in more than one direction. 
I recently received a post card fully typed on the back and with the 
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left-hand half equally well covered on the front. It contained alto- 
gether 329 words, or, say, about three-quarters of a page of ‘this 
magazine. I mention the achievement, however, as a curiosity rather 
than as a feat for other correspondents to imitate. Readers who send 
me kindly criticisms of this gossip are requested to use wider spacing. 





Antiquarian Banking 

Standing in a country post office the other day I had the almost 
incredible experience of seeing a man pay in {50 with the obvious intention 
of withdrawing it again in a few days. A glance at his book showed that 
he was using the Post Office Savings Bank for ordinary banking purposes, 
going through the cumbrous process of paying in and drawing out every 
time that he had a temporary superfluity of cash, or required an addition 
to his stock, as the case might be. I had no means of ascertaining whether 
the cause of this antique phenomenon was distrust of the joint stock 
banks, or merely ignorance of the facilities they offer. Anyhow, it came 
as something like a shock to me. Convinced as I am that hoarding is 
still a widespread habit, I hardly thought that the Post Office Savings 
Bank was being utilised for ordinary banking purposes at this time of 
day. Such a thing is as great an anachronism as the stage coach or the 
copying of letters by hand instead of by modern mechanical means. 
Yet this latter time-wasting device still survives, so I am told, in the 
offices of old-fashioned family solicitors in Lincoln’s Inn. 


The Pity of it l 

This usage of Post Office facilities is the more regrettable because the 
cash in that particular savings bank does not add to the economic driving- 
power of the country in the same sense as money in the tills of the ordinary 
joint stock institutions. The contest between the official and the non- 
official is the topic of universal discussion nowadays. Wherever business 
men do congregate, this is the first and all-absorbing subject of their 
conversation. I hear it, and share it, with avidity, for it has been my 
privilege for a quarter of a century to enjoy the confidence of a very 
extensive public, which has sent me the tale of its shattered hopes, its ° 
grievances, its aspirations, and its joys, by means of a post-bag which 
has now become embarrassing in volume and variety. Moreover con- 
fession and disclosure are supplemented by query and appeal. From 
year’s end to year’s end the post-bag includes the posing of problems of 
every sort and kind—from advice on the selection of a wife toa request 
for assistance in the choice of investments for very large sums of money ; 
from the disclosure of deep spiritua] tribulation, and the cry for sym- 
pathy and aid, all the way to the other end of the gamut, namely, the 
offer of ten shillings if I can assist in finding a lost cat, in colour tortoise- 
shell, with one ear missing, and his name “ Jim.” The cat beat me, 
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I confess : for I live in London, and “ Jim ” had been lost in South Wales. 
For.the rest, a wide and unique human experience nearly always suggests 
a solution of the puzzle. Incredible as it may seem, the Registrar- 
General’s returns of births have already been swelled more than once 
by the progeny of successful matches where I had had the last word 
(through the post) on the momentous decision which ultimately led to 
the question being popped. I say “through the post ” lest it should be 
supposed that I ever had the hardihood to appear personally at the 
final scene where Amanda, vowing she would ne’er consent, nevertheless 
consented. 


Side Lights on the Taxes 


How much one learns in this way about the worries of that section 
of tax-paying public which suffers acutely from the organised tyranny 
of the tax-collector, and yet dare not raise a protesting voice, no matter 
how vile the oppression under which it suffers! And what a ripe topic 
that is nowadays, in connection with the widespread sentiment and 
discussion at which I hinted above! A little tradesman receives a re- 
mittance of £250 from a prosperous son in Canada, to whom, years ago, 
he advanced the money which helped him to make a start in the glowing 
West. Of course, it is not income—it is just the return of aloan. But 
soon after he has made his return our little tradesman receives an official 
enquiry. ‘‘It has been ascertained that in March last you cashed 4 
draft for £250 from Canada, and duty on this amount will in due course 
be demanded.” How did the revenue-shark ever know about it? That 
is the question which the scared victim put to me, believing that in this 
incident he had evidence of a Paul Pry system which might extend even 
to the words uttered in the privacy of his bed-chamber. The answer, 
however, is simple. In this case there had been a successful effort to 
suborn a bank clerk into supplying the local revenue harpies with private 
extracts from the bank accounts of the customers For years it has been 
the ambition of bureaucracy to make this scheme general, with a spy in 
every branch or every bank. But the English bank official, however 
stringent may sometimes be the state of his personal finances, is a born 
sportsman and not a cad: and all the blandishments of the bureaucrats 
have failed thus far—save in a mere handful of isolated instances, where 
Judas is re-incarnate and has access to the ledgers. 


- 


Armorial Bearings 


The tale sounds incredible, yet it is only a mild example. It had 
long been suspected in the local revenue office that a popular doctor owned 
a piece of antique family plate adorned with armorial bearings, upon 
which no “ duty ” had been paid. It was believed to be in, or on, the 
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sideboard in his dining room. But how could evidence be obtained ? 
A local revenue official, scenting promotion, “ shammed sick’’ in front 
of the doctor’s house. He was carried into the dining room: and there, 
as he sat in the armchair, the subject of the doctor’s kindly solicitude, he 
got the evidence upon which his befooled benefactor was summoned 
and fined. He was marked out henceforth as a zealous instrument of 
revenue bureaucracy, with an assured official career. But he found 
that for the future even the loafers in the tap-room at the “ Spotted 
Dog ” seemed to chill into standoffishness on his approach. He could 
not understand it. You and I, however, born without the hides of a 
rhinoceros on our respective backs, will not find it difficult to comprehend 
the local sentiment of contempt and disgust. 


The Other Side of the Picture 


Now and then our autocrat comes an awful cropper. Still selecting 
from my post-bag of bygone days, I recall the case of a lady, the wife 
of a distinguished husband who was detained abroad by the pressure 
of important business duties. She was an Italian, knowing little of our 
English ways. There was income tax demanded, and the unsophis- 
ticated lady did not pay. Later came a “ blue frightener,”’ in response 
to which the lady sent a vague letter, in the best English she could 
command. Then the revenue nabob wrote that unless the money was 
promptly paid “ I will put you in prison.” Scared half out of her life, 
the lady took the threat to a friend of her husband, one of the most 
eminent solicitors of the day and a very old friend of mine. He sent the 
bully a letter which spoiled the flavour of his Pommery and Greno for 
the next few weeks, and brought the usual bogus official “ apology.” 
But here the solicitor was too big a bird for the official falcons to be 
unhooded and let fly at him. The ordinary tax-payer, venturing to 
interfere in defence of the unhappy lady, would have experienced the 
impact of official vengeance for the next ten years. ~ 


Over the Garden Wall ! 


Another instance of a bureaucratic Waterloo arose out of an official 
visit to a gardener’s potting shed. The emissary came from the local 
income tax office, and his business was to ask the gardener if he knew 
what his master’s income was, whether the master’s expenditure had 
lately increased, whence the income was derived, and so forth. The 
gardener, a model of discretion, gave no information, but reported the 
visit to his master. The latter dispatched an immediate intimation to 
the effect that if the visit were repeated he would throw the spy off the 
premises, and would be none too squeamish in the amount of force he 
used in the ejectment. In due course (as invariably in these cases) came 
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the official expression of regret at the “indiscretion ” of the “ nosey ” 
one. The recipient, however, was a man of very extensive business 
experience, and was consequently able to assess, to a nicety, the real 
value of the document he received. But how can you characterise a 
fiscal system which, in the twentieth century, and at an advanced stage 
of freedom and civilisation, stoops to do its mean work by sending a 
spy over the garden wall to interrogate the man in the potting shed 
about his master’s private affairs ? 


Hitting Back at Last / 


But Jet us turn to a more pleasant aspect-—the other side of the shield. 
When Lord Inchcape was about to register his new P. and O. Bank, and 
to raise the capital, he was asked by the*Government to defer action for 
a few months, so as to leave more money available for post-war govern- 
ment borrowing. With characteristic patriotism the veteran head of 
the great shipping company agreed. But when, in due course, Lord 
Inchcape proceeded to the registration, he discovered that in the meanwhile 
the Budget had vastly increased the fees and stamp duties payable on 
the incorporation of new companies. The deferring of the registration 
at the request of the Government, cost a sum running far into five figures, 
a crushing penalty on patriotic postponement. Happily, Lord Inchcape 
is not the kind of man who sits down supinely under that kind of thing. 
He has been protesting ever since: and has now issued a circilar to the 
bank’s shareholders telling them that the additional stamp duty has been 
refunded. If Lord Inchcape’s veracity were not unchallengeable (and 
the refunded cash a patent fact), one would as easily believe that the 
sea had given up its dead. In this instance, however, the shareholders 
have the indomitable “ grit’ of their champion to thank for this nice 
addition to the potentialities of the next dividend distribution. I have 
heard Lord Inchcape give his opinion of current fiscal abuses across the 
luncheon table at Leadenhall street. If he was half as trenchant and 
picturesque when he called on the Chancellor of the Exchequer about 
the stamp-and-fee scandal, I do not wonder that Sir Robert Horne came 
to the conclusion that discretion was the better part of financial policy, 
and agreed to repay the money. In these facts may be found an additional 
reason why the new Income Tax-payers Society is to be congratulated 
on having secured Lord Inchcape as its president. 


The Secretary as Inspector 


Many a City reader will have perused with vivid interest the article 
in the September issue of Business Organssation and Management which 
deals with the rôle of the company secretary as an Inspector of Taxes. 
To me it suggested many a reminiscence of official vigilance on the one 
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hand, and money wasted on the other. The author suggests that the 
official power of inspecting transfers to see that the proper stamp duties 
have been paid is one rarely exercised. It is, I fancy, exercised oftener 
than is generally supposed. Where one company acquires the “ control ” 
of another, by the purchase of shares at a price, Somerset House always 
takes care to see that the transfers are adequately stamped. For instance, 
a certain company required to secure control of an allied enterprise, and 
to do it swiftly and secretly. When 130,000 shares out of 200,000 had 
been bought from a large number of different holders, public announce- 
ment of the deal was made, since there was no further occasion for con- 
cealment. Within a few hours the Somerset House inspector was on 
the spot to scrutinise the transfers and obtain assurance that the revenue 
had not been defrauded. Of course, this vigilance is quite the thing, not 
open to hostile criticism. As the stamp duty is fixed by law, public 
interest demands that it be paid wherever it is due, and the officials are 
quite in the right in looking after it. 


Doubtful Duties 


Occasionally there is a bond fide dispute about the correct stamping 
of a document. Sometimes Somerset House is reasonable, and at other 
times quite the reverse. Once upon a time, in the marking room at 
Somerset House, I had a long discussion about the proper stamp duty 
to be affixed to a document which I presented. In the end, my views 
prevailed, and the document was marked for impression at the lower 
of two figures, that being, as I had argued, the limit of the lability. A 
few months passed, and then the document was queried by a firm of 
solicitors into whose hands it had come. They took the view that it 
should have been stamped at the higher and not at the lowerrate. They 
finally declined to proceed further unless the stamp duty was subjected 
to adjudication at Somerset House itself. This was done, and the decision 
given in favour of the stamp at the higher rate. This was accompanied 
by an intimation that a £10 penalty must be paid on account of the 
absence of the proper stamp in the first instance. But this was too 
much. I pointed out that there had been a genuine difference of opinion 
about the proper rate, that I had had a long discussion with the official 
in the marking room, and that he had not only come round to my view, 
but had initialled the document for stamping in accordance therewith. 
Other people—including a popular M.P.—were interested in the matter, 
and we threatened to raise the whole subject in Parliament, by means 
of a question to the Chancellor of the Exchequer, if the £10 penalty was 
insisted upon. Somerset House was discreet, and waived the demand. 
But if we had lacked the co-operation of the M.P. and the consequent 
ability to threaten publicity, the termination of the affair might not 
have been so satisfactory. 
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£200 Thrown Away 


Rather different was the course of events where counsel had to estab- 
lish the existence of a contract by piecing it together from a number 
of documents. He had not gone far before the High Court Judge (one 
of the most distinguished of his order) pointed out that these separate 
documents were not stamped. Until they were thus validated he could 
not (in a civil action) receive them in evidence. Counsel*conferred with 
the client, and acquiesced in the judicial dictum. In fact, he could do 
nothing else. Thereafter, as the case proceeded and each document was 
produced, counsel handed the proper amount of the stamp duty together 
with a series of £10 penalties (since all the documents were out of date 
for normal stamping) to the Registrar of the Court. By the time the 
case for the plaintiff was concluded the Registrar must have been the 
custodian of something like £200 in £10 penalties for transmission to 
Somerset House. Worst of all, judgment went for the defendant, so 
that the whole of the money was thrown away. The eminent counsel, 
now a brilliant ornament of the Bench, has doubtless forgotten the affair ; 
but I doubt if the client has. Such things stick in the memory like a 
deep-seated thorn in a festering wound. 


Less Damages to Pay 


Turning for a moment from stamps and penalties to verdicts, I fancy 
one result of the presence of ladies on juries is going to be a substantial 
reduction in the average amount of damages awarded. This is good 
news for the commercial world. It knows only too well that in a 
multitude of cases the emotional men in the jury-box rush into giving 
damages on a scale which the cooler feminine mind would never dream 
of. The argument of the average male juryman is simple but 
inconclusive. He says to himself, ‘‘ Here is a poor plaintiff suing 
a wealthy defendant. There is a good deal to be said in the defendant’s 
favour, but, after all, he is a wealthy man (or company, as the case 
may be) and can well afford to pay this poor creature £500 or £1,000. 
That will set him on his feet and may be the making of him.” This 
line of argument possesses a peculiarly insidious cogency for twelve 
men who are going to be generous with other people’s money. The 
result is too often the award of damages out of all consistency with 
the justice of the case. 


Economy in the Jury-box 


To my knowledge, in more than one instance since women began 
to sit on juries, the damages have been halved, thanks to their resolute 
refusal to leap from justice into lavishness. Of course, the change is 
_likely to be more palpable in one particular class of case—that is to 
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say, in actions for breach of promise of marriage. Women jurors will 
never give the heavy damages which a dozen men used to be so willing - 
to bestow under the influence of the pathetic glances and skilfully- 
evoked tears of a clever plaintiff. Feminine beauty and dramatic 
fervour in the witness-box will exert no influence upon the female 
element of the jury. In days gone by, the susceptibility of the 
-masculine heart was deliberately exploited by the clever men at the 
bar. One of them, whose chambers were not ten thousand miles from 
King’s Bench Walk (since then he has attained the Bench, and passed 
away), had been'retained for the handsome plaintiff in a breach of 
promise action. A few days before the trial, the lady was brought 
by her solicitor to confer with her counsel. She was radiantly beautiful, 
dressed to “ kül.” Counsel, however, regarded her with critical mien 
and lowering brow. | 

“ Why are you dressed like that? ” said he. 

_ The lady replied that she wished to look her best. 

“Yes, but not in the witness-box where you are the plaintiff in a 
breach of promise action,” replied counsel. ““ How can I talk to the 
jury about your broken heart and blighted life? How can I hope to 
get substantial damages when you are wearing a fifty-guinea costume 
and people turn round to look at you as you go along? Take her io 
the dressmaker,” he added, turning to the lady’s solicitor. ‘‘ Get her 
the plainest dark grey costume, with the minimum of ornament and 
trimmings, and bring her into court in that.” È 

The dressmaker was duly instructed, and the fair plaintiff appeared 
a pathetic picture of desolation in the most subdued costume, she’ had 
ever worn in the whole of her career. The result took the form of’ 
damages which exceeded even the expectations of the sanguine counsel. 
Within an hour of their announcement from the jury-box, *the lady 
had discarded for ever the costume by means of which they had been 
obtained. But that dodge would have been no use with ladies on 


the jury. 
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Th he Railway Rates Tribunal : 
AT the time of going to press Mr. George B: Lissenden, Traffic Mam 
of Messrs. Lever Bros., and their associated companies, and t 
popular contributor of a monthly article on railway matters to t 
magazine from the commencement, is being very generally “tipped” 
<in the Press to represent the traders’ interests on the new Railway 
_ Rates Tribunal, which is to be set up under the Railways Act, 1 
to fix railway charges for the conveyance of goods, The Manci he 
Guardian Commercial says: “ From the traders’ standpoint there 
hardly be a better selection, for Mr. Lissenden’s authority ont 
matters is unquestioned, and throughout the inquiry by the R 
Rates Advisory Committee during the last eighteen months he has 
the trader A case > with na pil His book ¢ on zi nd dus 














If there is one class of the community more convinced than a 
Rt the evils: ofa popular n at the moment, it must dae be aes ret 








prices of staple c commodities ine not i hie sere in the ke DS, | z 
and this has been reinforced of late by a widespread and very wholesome 
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agitation in the press. Buyers are daily urged. to compare. prices, andto 
exercise more than ordinary caution in their purchases. The wholesalers 
have themselves joined i in the fray, and declare that many retail charges 
are indefensible. It is notorious that the recent reductions in the price 
of bread, meat and coal, which had been resisted for a considerable period, 
were finally made in deference to the weight of public opinion. But 
these reductions, which were overdue, have not gone further, and the 
storm is brewing again. Granted that the problem of what constitutes 
a fair price is not an easy one: sufficient proof of this was forthcoming 
in our experience of the Profiteering Acts; but those retailers who 
imagine that the public have no remedy except the boycott against 
scandalous and anti-social exactions should not delude themselves. 
One such remedy is suggested by Mr. William Graham, M.P., who points 
out that Labour has made great sacrifices in wages, and many business 
concerns have been content with a very small return during the present 
crisis, but the retailers have not played the game. “ Unless all sections 
of the community make their contribution to the deflation of the extrava- 
gant prices of the war period there can be no real recovery for Great 
Britain. ... And unless retailers are prepared to stand in along 
with the rest of the community, it may be necessary to fix the prices 
ofa large number of ordinary commodities and insist that nothing in 
excess is charged.” Better, of course, that the reductions should come 
voluntarily, but ina time of widespread unemployment and generally 
dropping wages come they must, somehow. It may be added that the 
remedy of fixed prices was recently applied by the Paris Prefect of Police 
a regard to the retail price of meat, with salutary results. 


* * * 


Hi ‘ow to Get oan Prices: Mr. Hichens’ Hard Facts 

Ar. W. L. Hichens (chairman of Messrs. Cammell, Laird & Co.), one 
six representatives of finance and industry called into conference 
he Prime Minister at Gairloch, discussed the industrial situation 
h characteristic frankness in his speech before the members of the 
London Iron and Steel Exchange, Ltd., shortly afterwards. The situation 
js serious, and Mr. Hichens made no attempt to minimise its. gr avity, 
Until stability in the political and financial conditions of Europe. had 
been. restored, he saw no hope of any. return to normal condition 
Meanwhile, there was a certain amount of trade in the world, and w 
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for it the hard fact that wages must depend upon the price that we could 
realise for the commodities we made. What we wanted was cheaper 
railway transport, cheaper Government service and municipal service, 
the abolition of trade union restrictions by way of regulations that had. 
grown up over a long period of years, and a general reduction in ove 
expenses. Much had been done in the latter direction, but thi yi 
got to the end of the job really. T 
Wages are already definitely on the down grade, and if Mr. jeens a 
was able to persuade the Premier of the paramount necessity of cheaper 
Government service, leaving aside other measures of economy, a great = — 
advance in the direction of lower prices will have been made. But 
Mr. Lloyd George’s record with the economy axe is not an inspiring 
one, and the issue of the Gairloch negotiations will be awaited with 
anxiety. z ý į 


Exchange Chaos: An Opportunity for the 
League of Nations 


One excellent suggestion made by Mr. Hichens in the course of his 
speech will probably attract widespread attention and certainly deserves 
cordial support. He said: “ We want some 
definite medium of exchange, and if those 
countries where exchange has broken down 
cannot restore it for themselves there is only 
one solution, and that is that they shall hand 
over their financial relations to the League of © 
Nations in order to restore them to solvency.” 
This appears to be one of the most practicable 
suggestions for trying to restore order out of 
the almost hopeless chaos of the Exchange 
situation that has yet been made. Unless the 
steadily downward tendencies of Continental 
rates of exchange can be arrested, inter- 
national trade collapse on a scale more gigantic | 
than anything that has yet been experienced is 7?" 
inevitable, and this country, already badly hit , 
by the existing dislocation, will be face to face with a crisis wl ich 
well shake many well-established institutions to their fou 
These are’grave words, but they are not graver than the situatic 
is developing abroad. Next month we hope to publish a special : 
from a business man, who has travelled continuously in Central 
‘Western Europe during the past two months, and who will describ 
amazing conditions under which business is transacted there—conditi 
which portend a catastrophe of colossal dimensions, if they are allowed - 
to continue. “ Industria,” an economist of great authority, ‘whose 
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noteworthy ae in this magazine : some > five months g 

Present Financial Chaos,” first envisaged some 0 the graver possibi | ities 
of the credit breakdown, declares that the situation has definitely 
„worsened in the meantime. Writing in the Daily News recently, he says— 


the face of the industrial world is altering, we must find other markets 
r methods of feeding our own people. We cannot save Russia, neither 
be able, I fear, to save Eastern Europe. You cannot save those who, will 


















ise it is not producing enough to send in exchange, and this state of. affairs 
a alts. from the war. . 
oo The: Economic Section of the League, of which Sir H. Draad 
Fraser, an eminent British banker, is the Financial Adviser, offers an 
international organisation for rehabilitating the finances of those coun- 
tries impoverished by the war, whose poverty is becoming more and more 
_ closely reflected in our own. It can grant the necessary credits which 
will enable them to become buyers of the goods they so sorely need, and 
which we so sorely need to sell. Under its aegis international control 
is assured. With international goodwill a practicable scheme could be 
“evolved by the experts of the League, probably by radical modifications 
of the Ter Meulen proposals, which would be free from the objection that 
has been raised against Sir Edward Mountain’s scheme, that while the 
Government has to guarantee £13,000,000, any profits resulting from 
the exports insurance would accrue to the banks and insurance companies. 
Ifthe League can disentangle the Exchange problem, and set the machin- 
ery of international trade functioning again, it would accomplish a work 
‘of tremendous practical value, which would win for it the enthusiastic 
‘support of business men the world over, and would effectually remove 
the reproach that is sometimes levelled at it, viz., that its Sd a are 
‘visionary ideals — of realisation. | : 


* * 

K A and H oeni 
= Sir Arthur Steel-Maitland, M.P., is one of the limited number of 
politicians who are known to be keen students of business affairs, and 
whose views are received with respect by practical business men. His 
patriotism does not blind him to the virtues of other nations, and he 
declared at the London School of Economics last month that while phrases 
were commonly used such as that, given a fair chance, the British manu- 
facturer ; and merchant would beat the world, his impression was that we 
were left very far behind by America in many industrial enterprises, both 
inthe boldness of the conception and in careful execution, and by Germany 
in the application of science to industry. If, however, we had been 
_ out-distanced, the failure was due to'our own fault and not to any: inherent 
advantage. for the most part possessed by our rivals, We must bring 
| ourselves up to date and be in the van of knowledge. . 








saved, and these the gods have demented. We must devote our energies — = 
ving our own people. Half Europe is bankrupt and cannot buy our goods 





oh of demand was to be ascribed to the poverty of the world following up 














S ‘Arthur was ae on the congenial subject of j iaon 
‘and Happiness,” and of necessity covered a wide field, but many of his 
remarks were worthy of a wider audience. | 
Happiness. he assumed to be the end of the State, 
and by happiness he did not mean self-gr atifica- 
tion, but a state of well-being which, in society, 
implied that the members to it should make the 
best use of their gifts as a part of that organism 
and really perform their function. He noted 
that we were learning the difference between 
daily work which carried interest to those who 
performed it and that which did not. The pride 
of the old craftsmanship had gone and had no 
place in the modern factory. The loss of it was 
reflected in the emptiness of the lives of those 
who worked, and if their lives were to be made 
happier, the loss must be supplied. o 
This is undoubtedly true. One of the great po miei € Pry e 
problems of the higher management is how tO siR 4. sreer-marrnawp, MP 
maintain in the mind of the factory worker 
interest in the routine job, the task uninteresting in itself and affording 
no pride of creation, but supremely important as a unit in the ultimate 
product. Important progress has been made in recent years in the 
solution of this difficult problem, but much remains to be done. The whole — 
mental attitude of the average worker to his job has to. be changed. 
When the fact is widely recognised that it is the privilege as well as the 
duty of employers to do their utmost to establish conditions which will 
give the factory worker a bigger share of that happiness which has been 
defined as “a congenial occupation with a sense of progress,” then we 
shall be in a fair way of solving the problem. a 








X * * 


Steel Trade Depression and its Causes 
- It is doubtful whether the true causes of the present depression in _ 
trade and the conditions precedent to a revival have ever been anaya s 
with greater force and clarity than by Sir J. E. Johnson-Ferguson, Bart, — 
chairman | of Bolckow, Vaughan & Co., Ltd., at the recent annual mee 
of the company. He freely admitted that one potent cause of t 


the destruction of capital during the war, and to the unfavoural eo 
. exchanges, which enabled France, Belgium, and Germany to undersell 
us, but urged. that the other main cause was the enormous rise in the- 
cost of production, and the impossibility of giving any definite date “as: 
to delivery owing to the effect of strikes. The astonishing assertion | 
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2 made by some writers that it is not possible by any reduction of wages 


and other costs of production to enable us to compete with foreign 

producers without still further inflating our currency was, he maintained, 

a complete fallacy which, if acted upon, would have a most disastrous 

effect. upon the trade of the country. On the contrary, there was a 

margin of possible reduction amply sufficient without getting down to. 

pre-war costs to enable this country to resume its former position in 
7 the trade of the world. 


X x k 


Wage Cost in 1913 and 1920 


In order to show the disastrous effect of inflated wage cost upon 
prices, Sir J. E. Johnson-Ferguson quoted some startling comparative 
figures. These he gave in great detail, but the summary is sufficiently 
illuminating. 





The total cost of a ton of finished steel was in 1913 110s. 3-1d.; in 1920, 363s. 
$id., or 3} times what it was at the earlier date. The wage cost was in 1913 
68s. 4. 9d., and in 1920 296s. 6-8d., or 44 times what it was at the earlier date ; while 
the portion of the cost other than w ages was in 1913 41s. 10.0d., and in 1920 66s. 
83d., or 14 times what it was at the earlier date. I will put it in another way. 
The increase in cost of a ton of finished steel in 1920 over 1913 was 253s., of which 
228s. 2d. went in wages and 24s. 10d. in other charges. 1 think, therefore, I am 
fairly entitled to say that to the rise in wages is mainly due the enormous rise 
which has taken place in the cost of production between 1913 and 1920, It is 
not simply the actual increase in the rate of wages, but that the hours worked 
are shorter and. the amount of work done during ‘that time is far less, 


- Another significant item in the cost of production was the i increasing 
barder: of the rates. These had risen for his firm from £51,800 in 1913 
to £140,630 for the current year. Was there any wonder that the world 
ref a bay at the inflated prices necessitated by these advances? 









* * a 


H ow to E the Steel Trade 


What was the probability of a revival of normal conditions of mader. ? 
asked. Sir J. E. Johnson-Ferguson in conclusion. He saw no hope of 
any general revival of industry until the cost of production comes down 
to a point which enables us to sell our products at a price similar to what 
foreign competitors can take. Considerable reductions had been made 
during the last few months, but coal had not come down to anywhere 
near the point at which industry could be resumed on the old scale. 
It was no secret that foreign iron could be bought in any quantity deli- 
vered on the North-east coast at 15s. per ton at least less than it could 
be produced in this country, and our steel works were now. mainly 
employed on scrap and foreign iron. Not only must the rate of wages 
be brought down more nearly to those ruling before the war, but a larger 
output per man must be produced. Unfortunately, since the war men - 
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| followed the industrial revolution had enormously 












had not given anything like full value for their wage. The Government 
had taught them to believe that there is a limitless fund out of which 
wages could be paid. They failed to realise that it was only out of the 
price made by the articles they produced that their we ages could. ulti- 
mately be paid, and that if the world refused to buy at the price demanded, 
either the total cost and wage cost must come down to a point at wh ich 
the world would buy, or there would be no trade, and therefore no wages. = 
There must also be a larger and more steady output, and an end should — 

be put to the constant interference of bureaucratic authority in the 
businesses and expenditure of the country under the excuse af 


reconstruction. 








* $ $ 


The Organiser the Prime Danger to Humanity 

Sir H. Mackinder gave expression to some arresting views of special » 
interest to readers of this magazine in the course of his lecture to the 
London School of Economics on ‘The New | 
Methods of Long Distance Communication and 
their principal Economic and Political Effects.” 
¿He said the commercial revolution which had 





increased the power of the organiser, which had 
become the prime danger to humanity. We 
had the military organiser, the administrative 
organiser, and the journalistic organiser. Of 
course, we might have a Napoleon who com- 
bined them all. He recognised the tremendous 
power the applications of modern science had 
put at the disposal of the organiser, and to what a 
degree half-informed humanity might be at his Photo Eliott & Fry 
mercy. The facts of geography were such as to SIR H. MACKINDER — 
give scope to the organiser, and not to counter | 
his work. He dreaded all organisation on the world scale. If we got 
rid of frontiers, and had a horizontal classification of society, it would 
mean the rule of one class, and ultimately of one organiser or group of 
organisers. If humanity was to retain freedom it could only he: by E 
one on provincialism, ae 
= There is more than mere novelty in these views. ‘History: afon rds 
more than the single example of Napoleon to prove that Governments _ 
have had to protect themselves against the overweening ambition and the 
unbridled lust for power of individuals. Happily the work of- most 
business organisers is of a purely beneficent character, but there are 
combinations such as the Stinnes agglomeration: in Germany, and others 
we could mention, which, the more formidable they become, the more 
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oe sinister they appear to the common weal. F 


: = aroused to the danger the individual or the group, as the case may be, 
_ 4s remorselessly crushed, and there is no reason to anticipate that history 
> will fail to repeat itself. 


ea x * 





The nee Struggle: Railway Enterprise 

-Ht is the merest commonplace to say that one of the first essentials 
of any general revival of trade is the provision of cheaper transport, 
and there are sound reasons for believing that we are within measurable 
distance of immensely improved facilities in this direction. Events 
are moving rapidly in the transport world, and the stage is set for the 
big fight between the railways and the motor transport industry next 
year. We are witnessing a remarkable recrudescence of railway enter- 
prise, now that the deadening hand of control has been lifted. Railway 
canvassers have reappeared, and display an almost pre-war anxiety to 
‘< deliver the goods.” There can be no question of the seriousness of the 
competition. It is estimated that 6,000,000 tons of traffic was trans- 
ferred to the roads last year, and the railway companies are hardly 
ag to submit to the huge loss of income implied in these figures without 

a struggle. Already they have made important reductions in the rates 
for small parcel traffic by passenger train, while the Southern and Metro- 
politan lines have greatly reduced their rates for parcels up to 112 Ibs. 
3 _radius of 15 miles from London. Further important reductions 












mcessions will ibe shortly announced. 


me ofi he 2 E Motor Users 


the Commercial Motor Users’ Association are preparing 
for the main struggle, of which these developments are the 












th emselves 


od month, the President, Mr. E. S. Shrapnell-Smith, said there was every 
< reason to expect the railway companies to take steps to obtain, either by 
A separate Bills or a Joint Bill in Parliament wider powers than ‘they now 





in the interest. of traders. 


-= However desirable this may be, it is. hardly: likely that- the railways : 





ds rates were considered at a meeting of the Standing Committee — 
lway. Managers last month, and it is confidently ER tuar 


a B harbingers. At their fourth provincial conference, held at Bristol last 


possess in road transport. Such powers are already possessed by the 

.. Great Eastern and the North-Eastern Companies, but Parliament had i 
-refused similar rights to other companies. He contended that indepen= 
_. dent motor transport should be maintained as an alternative a D 





e [uman nature is so constitu et [ 
_ that it is dangerous for any one man or group of men to be entrusted 
with too much power, and history proves that where humanity is _ 





to the. suggestion that the increases may result in actual loss. Bri ish 













will be permanently prevented from developing the motor transport 
side of their business as carriers. They contribute huge sums to the 
upkeep of the roads, and it would be doubtful justice to prevent them 
from reaping some of the benefits of road transport merely because 
they hold a monopoly of another means of transport, of which nobo 
is particularly anxious to relieve them, and of which road transport 
is the most serious competitor. Assuming that the railways obtained — sate 
the powers they propose to seek, there are reasons which we have pre-e o 
viously explained that make it extremely unlikely, if not absolutely 
impossible, for them to hold any such monopoly of motor transport 
as they now possess in regard to railway conveyance, and the fears 
which have been expressed that such a monopoly would inevitably result 
are, we believe, without adequate foundation. Private traders will 
watch the impending struggle with interest, and will probably feel 
that with existing goods rates at, roughly, 100 per cent above pre-war o 
charges, plus certain flat rate additions, the competition of the rival oe 
parties is in the interests of the general community. 2 
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~ Revive the Penny Post! He 
_ Lord Blyth has performed a valuable public service by his vigorous. 
eopeganda on behalf of the growing agitation in favour of a return to 
cheap postage. Three months have elapsed a 
since the increases on post cards, printed matter, 
foreign and colonial letters and printed matter - 
came into operation, and while it is very doubtful 
whether the anticipated increases in revenue 
will accrue, there is “no possible, probable 
shadow of doubt whatever ” about the irritation 
and inconvenience which the new charges have 
caused to the commercial community, or about 
their adverse effect on trade generally. Apart 
from crippling the picture post card trade, to — 
which we referred in these notes last month, Srs ol és 
they not only act as a drag on the wheels of indus- LORD BLYTH 
try, but also put appreciable obstacles in the : 
way of social intercourse. Lord Blyth boldly calls for a return’ te : 
penny post. “ With postage increased 100 per cent,” he says in. 
Limes, “it is becoming more and more realised what a B we i 
has wantonly been thrown away in doubling the cost of postage at t 
expense of halving the aggregate of business transactions.” From the 
revenue point of view, developments have taken place which were — 
certainly not contemplated by the Post Office, and which lend colour 
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firms are finding out that they can save money by sending their circulars | 
and other printed matter in bulk to Germany and France, and have them 
posted there to their customers in England. Could there be a more oo 
criticism than this of the fatuity of dear postage ina period. of bad trade ? 
This tax on ideas is a retrograde step which in the opinion of business 
men should be retraced as speedily as possible. : 


% * * 


“The Taxable Capacity of a Nation ” 

We have pleasure in publishing the following interesting comment 
which we have received from Sir Edward Brabrook, C.B., upon Mr. P. D. 
Leake’s article, “ The Taxable Capacity of a Nation,” in last month’s 
issue— 

“A Committee of the British Association recently asked ‘ How is 
the taxable capacity of a nation ascertained ?’ I answered that taxable 
capacity cannot be ascertained. It is not an 
absolute amount. I do not understand that 
Mr. Leake, in his able paper, has set himself this 
problem. His object is to substitute for the 
present congeries of unequal and perplexing 
schemes of direct taxation a tax upon produc- 
tion. Its amount would have to be empirically 
determined, as that of income tax now is, and 
the question whether it was beyond the taxable 
capacity of the nation could only be tested by 
experience, 

“ The amount upon which the production 
a| tax is to be levied includes the wages of the 
Rm Eliot £ Fry Workers, the salaries of the administrators, the 

Sth ONWARD DRARHOOE rent of the premises, and the interest and other 
reward for the proprietor’s capital and services, 
and it is to be levied upon the proprietor, leaving him to recoup himself 
how he can, so that as regards all the others, they would contribute to it 
indirectly through him, by accepting such lower wages or salaries as the 
industry could afford. In the process of settling these matters, many 
difficult questions would undoubtedly arise. 0 
‘That such a system, if it could be carried out, would, be more 
equitable and more productive than the complicated systems of taxation 
which it would supersede, must be admitted by all. What in practice 
would be its result, and what would be its ultimate incidence, are questions _ 
which I have not the materials to determine. In all matters of produc- 
tion, it is the consumer who has the last word to say. r take leave to 
thank Mr. Leake for his valuable and suggestive Ppi L 
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No. 11. SIR CHARLES W. MACARA, BART. ~ 


By A. S. WADE 


Author of * Cotton. Spinning ” 




























“ Head of a great business, an organiser of world-wide movements, and a prince Toor 

of propagandists '’-—such is the man whose dynamic personality is portrayed in this} oc 
article. No business man has a higher international reputation than the veteran. [| =C 
Lancashire leader, who is, happily, still a driving force in our public and industrial: Lifes Pe 


NIXTEEN years ago, a junior emid very dubious of my own pos 
I hesitatingly called upon the man who was and is the biggest g 

crm the Lancashire cotton industry, to ask him to give me an inter 
_ He had just finished his great work of bringing into rounded shape 
_ international combination of the spinners and manufacturers of co 
The year before he had saved Lancashire from one of the gravest 
material crises the county had ever experienced. His name was y 
in large letters in the thoughts of all who, like myself, had lived ina 
whose daily bread had a cotton trade foundation. -I felt overawed 
nervous in seeking a personal conversation with a man who ha 
great achievements to his credit. Would he give- time to myr 

Would he talk to a junior representative of a newspaper Ww 
opposite views on fiscal policy to those for which he was making a fan 
fight? I spent a few minutes dubiously walking about outside the 
great warehouse in York Street, Manchester, of the firm of Bannerman __ 
& Son, Ltd., of which he is head ; but the peremptoriness of my editor 
© orders to get the interview overcame all hesitancy in the end, and 
= plunged into the building where I was at once impressed by the imme 
stocks of goods and the smooth, swift activity of a bright and conten 
group of employees. There was no fuss when I asked for an inter i 
Mr. Macara——-he was not then a baronet—would see me at once, Iw 
told. Soon I was sitting in his private room asking and receiving ansv 
to my questions, and within a quarter of an ae I was on my rett 
journey with as good an interview as ever a junior reporter had the. 
good fortune to get. That occasion gave my own thoughts an impulse — 
-in the direction of the study of industry ; and from that day to this I have 
never lost touch with the man who has so. largely moulded the destinies 
_. of our greatest export industry. 
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E The Personality of Great Men in Business 
There are great business men who are themselves so closely identified 


-a with. the machine they construct, the web they spin, as to appear to have 


no element of bigness apart from their work. If you look at such men 
as social beings, as citizens, as members of the State, they have no 
eminence, nothing to make ‘their contribution to communal life more 


- distinctive than that of less successful men. Such men of business 





abound in America. -Emerson, their own prophet, diagnosed them cor- 
rectly in his essay on “ Man Thinking,” and, whilst admitting the value 
of. single-mindedness in one’s life work, he stressed the essential fact 
that to be really great a man must be superior to anything that he 
creates: be must not become so immersed in his work as to lose his 
identity in it ; but must be able to stand outside and above it, so that 
he can survey it, and so that he can readily transfer his faculties to other 
things of hfe. He must not be the thinking-man but MAN thinking. 
This is a distinction of the first importance, and any survey of our own 
country’s leading industrial figures shows that we are rich in the type 
of great men whose greatness, while it is expressed by big things in com- 
merce and business, is not absorbed by these creations. They have an 
overplus of personality and force which radiates and reforms our social 
and political theories and infuses our national life with bigger ideals and 
better conditions. Sir Charles Macara unmistakably belongs to this 
type of great man in industry. 


His Business Career 

When a boy, being the descendant and relative of soldiers and diplo- 
matists, he dreamed in his Scottish home, the minister’s manse at Strath- 
miglo, Fifeshire, of a military and administrative career. A little classical 
education, a very sound general education, a good and respected name, 
? together with a physique which seemed built to bear any strain, were 
the capital with which he entered, not upon the coveted soldier’s life, 
but upon the hard path of business at the age of seventeen. Before long 


A he was representative of one of the greatest firms of his home-land 


A (Messrs. Cox of Dundee), having already in early manhood shown his 
gift for spacious organisation. His success was continuous. When 
still a young man he became head of the House of Bannerman, cotton 


o | manufacturers and merchants, a house of fine traditions stretching back 





to the very early days of commercial Manchester ; and for the past forty 
years he has presided over the destinies of that firm. All that was good 





< and of fine flavour in the habits and customs of the early owners of the “3 






house has been preserved ; yet every progressive idea has been put into | 


a use in its mills and warehouses. The result to-day i is that you find the l 
newest machinery and methods side by side with delightful touches of- 


: the past, links which carry you down the 116 years of the firm’s existence. — 
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One of these ee customs is sities a f keeping'a an open dint 


recorded facts, has always been abreast of the times. Before we 





room at the York Street warehouse where visitors may have lunch wi ho 
the Principal. What great industrial leaders and public men, and i 
from how many lands, have been Sir Charles’s guests in this familiar 

room ! Bao 


Organiser: of the Lancashire Cotton Industry — 
In the conduct of business as in public life, Sir Charles, ind 


work was spoken of as a general movement, he was applying its prin 
in his relations with his own employees. When other people only dir 
guessed that certain changes might come in the Lancashire cotton 
industry he was adapting his mills to meet them. At a time when the. 


Lancashire cotton industry was the cockpit of industrial strife, he was 
dreaming and making plans for an era of peace init; and that era came __ 
when he presided for twenty-one years over the Federation of Cotton 
Spinners and Manufacturers Associations, for in that period there was. ae 
unbroken calm, except for one unauthorised strike. So he took upand 
realised the international idea long before the world had expressed itself 


ee: 2 in any true act of internationalism. And when asked by the Government 








strikes and strife. Before he took up that work he fought and 


that time that he would meet with violence from the striker: 

n fighting was so courageous and clean that even the defeated w 
<> swelled the fold of his admirers. From that day he has “ in ge 
bad weather” pursued the ideal of industrial peace. The B 


= Of trade, the International Federation of Cotton Spinners and M 
turers Associations are three of the great things he brought to the ind 
They. would represent a great life work if they stood alone. Bul 
Charles was also part founder of the International Institute of Agric 
an organisation with a world-wide influence, 
Council of 1911, and founder of the Emy yers’ Parliamentary Associa 


to help in the war, he seemed always to be looking t to and providing. or 
~ the days which were ahead. 


An Industrial Peacemaker Ga 
It would be easy to fill the space of this. article with a simple recital i 


of the events of Sir Charles’s business life and a plain record of the move- : 
ments he has been associated with. But that would be unprofitable. oS 


He is best known now as having for a great number of years wo 
incessantly for harmony in industrial relations. He wants an en 


most desperate strike, in which his own safety was imperilled. A bo 


fighter, he gave a taste of his quality in that contest of many yea 
leaving unheeded the warnings of the Chief Constable of Manche: 


it 


Agreemertt, the scheme for the regulation of wages according tot 






in tiator of the Ind 




























which hace merged i in the Federation of B British manwe And yet BEE 
there is more |. a 





Secret of Sir Charles Macara’s Personality 


_ The interesting thing to the observer is to know what manner of man 


hei is who has this record of achievement. A question we all ask ourselves 
at times is: What is personality ? We meet with men who affect and = 
impress us by indefinable means. Language is a lame helper when we 


try to say why we were impressed or how we came to think this or that 
man was not as others ; and we fall back on the general statement that 
he has personality. If the studies of great minds in industry is to help 
us at all we must get nearer than that. I think something of Sir Charles 
Macara’s personality can be conveyed in words. Let us, first of all, 
get rid of the things he has in common with other industrial leaders— 
system, clearness of thought, knowledge of the ways of men and so forth. 
These are attributes which a man may have without being a man of 
distinction. Sir Charles Macara impresses one as having all these and 
a great deal more ; and it is the overplus which is the most important 
thing for us to analyse. I am certain it is composed of immense will 
power, vision and insight, an eye for what is really effective, a spacious 
way of conceiving things, and a great gift of concentrating upon the matter 
in hand. 


A Man of Big Ideas 


‘A thing which immediately strikes one in a conversation with Sir 
Charles is his great concern with ideas and his disregard for many things 
which would interest most people. If he is persuaded to speak of the 
famous people he has met—King Edward received him, Kitchener he 
knew well, he conversed with the Kaiser, with three French Presidents, 
he knows most of our own leading public men—-what he says about them 
generally deals with their thoughts, with the intellectual strength they 
exhibited, and the power they showed of appreciating a theory or a 
problem. The listener may want to know what were the “ looks ” of 
the man, what gestures he made. If he asks, Sir Charles has both memory 
and the graphic language to describe these matters of appearance, and 
he shows that they, too, were fully observed by his strong, full-opened 
eyes. But he likes to speak of what they thought, because the inside 
of the habiliments is the man. He lives in the realm of Meas. No 
doubt it is for this gift, for this second-sight, as it were, which pierces 
to the core of a man’s mind, that he has so often been consulted by men 
holding ‘governing offices. This is undoubtedly one of the qualities | 
involved in his striking personality. He has, too, the power of mz 
large generalisations. His thoughts seem often like the ever-wid 













circles in water disturbed by a stone. Where others have paused 
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Master Minds in Business 
` 
on the verge of an idea or a plan, or have been content with a very small 
scheme, Sir Charles, like a master of strategy, has extended the radius 
on all sides, making the small idea into a big one. 

His writings give many examples of this. He is always in search of 
the comprehensive idea in them, just as he has been in his organization 
of the cotton industry. The sectional idea never pleases him. The old 
type of cotton spinner looked upon his mill as his world. He was the 
strongest of individualists. For a long time he resented the formation 
of organisations which meant that he had to square his methods of running 
his business with the plans of an organised body of his colleagues in the 
industry. But Sir Charles always took the wider view. As soon as local 
associations were formed he began to seek district associations, and when 
these in turn were brought into being he worked for and formed a national 
federation, and followed that by founding an international one. Thus 
the ever-widening circle is seen in his work for the industry. In his 
books Social Reform and In Search of a Peaceful World, and in his extensive 
contributions to the Press, one sees the same thing at work. He uses the 
big idea. He never tires of showing that the welfare of every single 
business is bound up with the welfare of the whole world of business. 
Industry, he says, is one unit, and the more one ceases to view it as a 
series of self-contained and water-tight wholes the better one will be able 
to work for its good. Here we have one of the great qualities of his 
personality—the large vision as of one looking from a mountain and seeing 
the dissimilar objects of the scene which spreads. before him united into 
a landscape. It is impossible to hold five minutes’ conversation with 
sir Charles without being struck with this quality. 


Dreamer and Man of Action 
As companions this faculty of vision has insight—-which may be said 
to be the power to see into and through things—and practical sense and 
driving power. Dreaming dreams, even if they be spacious ones, does 
not make a man great. Our Joshuas must come down from the Mount 
of Vision to give their energies to planning the entrance to the promised 
land. Sir Charles has the immense gift of being able to unite action with 
insight. No sooner does he see what is necessary and wise to be done 
than he does it. He is true to his inspirations. ‘ Get it done”’ is an 
expression he uses often, a request or a command both to himself and 
others. And herein lies one of the great distinctions between men like 
him and men who lack personality. Few men do the work they have 
the capacity todo. The failures of life are not made up of men who have 
not known what to do, but of men who have not done what they have 
known they. ought to do. But, in Sir Charles Macara’s case, the realisa- 
tion that certain things should be done has always been followed imme- 
diately by the doing of them. Men who in this way unite the “ doer” 
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with the “ seer ” must have self-confidence : he has it in a marked degree. 
That trust in his own judgment and respect for the ideas which have been 
given to him have been the foundation of his great driving power. They 
first of all made him eminent in business, and then forced him to the head 
of our greatest export industry. In his public work powerful opposition 
has met him; there have been long and bitter struggles of which the 
outside world knows nothing; but a man like him, who has vision, 
practical sense and executive ability, must ultimately emerge as a leader 
of men, for all the weaker spirits are gradually magnetised by the force 
of: his personality. 


The General Booth of Industry : 


Head of a great business, an organiser of world-wide movements and 
a prince of propagandists, Sir Charles remains, though past the allotted 
span, a dynamic personality, still maintaining his strong hold on affairs. 
He believes in temperance, independence, ambition, self-trust, as virtues 
for young men. Money, he says, is of secondary concern, being valuable 
only to the men who know how to use it to advantageous ends, His 
use of his own wealth is an example of what a man may do who knows 
its power and knows where its power ends. Our day and generation 
will be the better for the work he has carried on with his own means. 
Fame has come to him, but he often says that to work for results and to 
get them is a far more satisfying thing than to be belauded. He has 
gained great results, this General Booth of Industry, and many who have 
not seen him but know his name hold him in the warmth of their friendly 
wishes. 





Viscount Grey on Industrial Problems 


| his notable speech at Berwick-on-Tweed last month, signalising his return to 
political life, Vicount Grey of Falloden came out boldly as an advocate of profit- 
sharing and labour participation in management. He made it clear that he was 
no believer in the nationalisation of industries as a remedy for industrial evils ; 
. on the contrary, he pointed out that experience showed that men did not work 
so well for the State, or for municipalities, as for private employers, and manage- 
ment under nationalisation was less efficient. The only remedy for industrial 
difficulties, he said, was for both classes to realise that wages and dividends came 
out of the same thing, the profits of the industry, and they should come to-an agree- 
ment as to how profits were to be divided, while Labour should have its share in 
management. “I know,” he added, “ there are all sorts of difficulties in working 
that out, but I believe it can be worked out perfectly if the great organisations of 
employers and Trade Unions really come together for that end.” 
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. This well-writien article, by a leading authority on Russian trading conditions, is of 
quite oulstanding interest to every eaport irader. 


British Trade with Russia 


By Mayor F. W. 8. PINDER, O.B.E. 


in charge of British Economic Mission to South Russia, and late Commercial 
Adviser to the Chtef British Commissioner in Transcaucasia. 


“ The World is all gates, all opportunities.” —— EMERSON. 


What are the prospects of British trade with Russia? In answering this vital 
question Major Pinder, who knows Russia from the inside as few Englishmen do, 
renders valuable assistance to the whole body of British exporters. Since writing 
this article he has returned to the Russian famine area, charged with the organisation 
of important relief measures. 


HE world’s biggest gate and largest opportunity for the British 

merchant, manufacturer, and engineer is Russia. Before the war, 
relatively very few passed through that gate, while many were ignorant 
of its existence, except as an entrance to something mysterious and 
savage. 

In those halcyon days, when Russia produced rich commodities in 
profusion and living was very pleasant and cheap, any small trader 
starting with an office in Moscow or St. Petersburg, with just a name- 
plate on the door, was speedily enabled to enjoy a life of ease and 
comfort, even if he did not acquire a small fortune. Many who began 
life in Russia as clerks, started after a year or two in business on their 
own account and lived in comfortable circumstances. Those who went 
farther and applied themselves seriously to the study of Russian life 
and conditions were invariably successful, and, indeed, many of them 
made fortunes. That not a few of these fortunes dwindled or disappeared 
altogether in the course of the Bolshevik upheaval does not affect my 
statement. Ina word, money was in those days easily made and profits 
were mostly huge, mainly owing to the lack of keen competition, as 
compared with Western Europe, and to the natural richness of the country 
and the cheapness of labour. Russia’s huge internal trade, great popula- 
tion, and vast powers of absorption afforded wide scope to the foreign 
trader, to which the important factories and mills, built and run entirely 
by foreign brains and capital, afford ample testimony. It is true that 
peculiar difficulties were to be met with in Russia that were not encoun- 
tered elsewhere, except perhaps in a minor degree, but these were 
inherent to the character of the Russian people, who live while they work 
and loathe hurry and hustle, and indeed beset the path of native and 
foreigner alike. To the tactful and wary, however, to those who adapted 
themselves to the conditions—a method which makes for success any- 
where—so far from being a stumbling-block, such difficulties exercised 
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a benign influence in so far as they left them with a clear run, while the 
uninitiated and the less enterprising were battling with strange odds. 


Present Opportunities 

While the great margins of profit and comfortable dealing of former 
days are no longer available, this large opportunity is nevertheless there 
to-day, and must be seen and seized if the British merchant is not to 
lag behind his foreign competitor in the race. The position, however, 
has changed completely. Still, while the waste of war and the ravages 
of a revolution that has already passed through several phases and has 
yet to undergo other changes have enfeebled Russia, they have not 
ruined her. The old system has gone, as it has largely gone elsewhere, 
and with it has collapsed the economic organisation of the country. 
But the will to live and the desire to do are stronger than ever before, 
while Russia is to-day more than ever dependent upon other countries 
‘ for her restoration to calm and order. Furthermore, all classes of her 
tremendous population have awakened to the necessities of trade and 
industry, and the prejudice formerly nourished by the cultured classes 
against merchants and business folk generally is fast disappearing. 
Indeed, long before it became a vital question of daily bread, many of 
them began to interest themselves in business affairs, particularly with 
foreign countries. At.the present time, of course, all classes are com- 
pelled to earn their bread where they can, which will undoubtedly be 
of benefit to the future prosperity of the country. 


Methods of Payment 


Owing to the political situation, the complete breakdown of transport, 
and to the prevalent famine, trade is for the moment difficult, while, 
as regards payment, the utterly debased currency now in use leaves only 
two methods open, ie. by payment in foreign currency or by barter. 
A strong and steady demand for goods is still observable, which is being 
met by enterprising groups and firms who have long been familiar with 
Russian ways and conditions, and who are lynx-eyed in following every 
move on the Russian political and economic chessboard. On the other 
hand, many unacquainted with the correct method of procedure, have 
ventured into the market, successfully or not, according as fortune treated 
them. This haphazard venturing is purely a gamble, and is not to be 
recommended. The former category usually operates in direct contact 
with Russian groups, either acting under the Soviet or its representatives, 
or under that cloak, in London, Paris, Stockholm, Copenhagen, Riga, 
and Constantinople. In certain instances, the British firms concerned 
have their own representatives, experienced men who have spent years 
in Russia, out in Riga, Constantinople, or other city adjacent to Russia, 
„Where negotiations are carried on direct between them and the agents 
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of the Russian Institution or group, and it is generally arranged that 
settlement shall be effected at some convenient place outside Russia 
before the cargo is allowed to proceed to its destination in Russia. This 
is the only safe and indeed the most usual modus operandi. Provided 
settlement is assured, it imports little with whom the transaction is 
arranged. Asa matter of fact, the Soviet authorities, who have arrogated 
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MAJOR F. W. 8. PINDER 


to themselves the exclusive privilege of trading, realising their folly, 
connive at a lot of business that does not square with their politics and 
decrees, so anxious are they to get the goods into the country. It follows, 
of course, but should be emphasised, that no credit of any sort should be 
given without adequate collateral security. The terms on which business 
is offered should not, however, be unnecessarily stringent, for competitors 
are many and from all lands, whose exchange rates, in most cases, more 
than make up for the disparity in class of goods compared with the 
British. Moreover, Russia has to-day, more than ever, to set off one against 
the other, and it must be expected that she will continue to cast a nice 
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choice between the British, French, Belgian, Italian, German, Swedish, 
and Czecho-Slovakian wares, which, indeed, I pave already seen in keen 
competition before Russian buyers. 

Broadly speaking, those who have never had experience of trading 
with Russia should take a thought or two before venturing at the present 
juncture. By all means, however, the study of the Russian market 
and constantly changing conditions should be prosecuted by them 
and a watchful eye directed tothe possibility of business. It is ofthe 
utmost importance that firms should utilise men with a thorough know- 
ledge of the language and experienced in Russian trade, or where that 
is impossible, those contemplating business with Russia should encourage 
their staff in the study of the Russian language, of which there is now 
ample opportunity. 


Future Opportunities 

The personal factor counts for a good deal in Russian trade, but it 
does not eliminate competition. Nevertheless, it is an cutstanding fact 
that most business has hitherto, and will continue to be done by dint of 
a carefully nursed personal connection, and by acting in conformity £5 
Russian customs and methods. ‘ Awaiting esteemed orders,” 
as Russia is concerned, will await them for ever. Nor will assurances 
of personal attention to orders melt the Russian snows. Orders that 
“flow in’’ are very few indeed, limited, in fact, to a few articles of a 
very special nature and not readily procurable otherwise. Trade with 
Russia must be sought, and the search must be preceded by a thorough 
study of the market for the goods it is desired to export to that country, 
with due regard to climate and custom, very variable factors indeed in 
the different parts of the country, and the neglect of which in the past 
has spoilt a good deal of promising business. . I have seen a consignment 
of British boots in Russia that would not stand two weeks of wet weather 
in this country let alone the rigours of a Russian winter, and although 
the boots were rushed out to fill a very urgent call at a time of great stress 
and emergency, the Russian peasantry for whom they were destined 
refused to wear them. In the same way it will not avail to attempt 
to push into Russia electrical and mechanical appliances, machine tools, 
agricultural implements, etc., unless of the type already in use, or so 
near as to make no difference. A Russian peasant will often refuse to 
use a shovel of the wrong shape or weight. e 

A careful study of the market, coupled with the judicious selection of 
the men to be placed in charge of the particular business, an ever-wakeful 
eye, and sufficient patience will secure for the British merchant his chance 
in Russia. Germany has many natural advantages over England as 
regards trade with Russia, but the initiative and enterprise shown by 
British firms of long standing in Russia before the war met with a fair 
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meed of success. I have heard many growls about the terrors of German 
competition, and noted just as many complaints by German and other 
foreign traders about the “ impossibility of competing with the British,” 
and, at the risk of appearing didactic, I will say that it is the fear that kills. 

The one thing required in Russia to enable trade to develop on normal 
lines is economic freedom. Once that is established, all the other 
difficulties begotten of the war and revolution, insurmountable though 
they seem, will find their own solution. The country is vaster than a 
casual glance at the map conveys, and there is room for all who can 
send to Russia. Let- the eye run, with due heed and attention to 
scale, over the map of Russia from Moscow across the Siberian plains ; 
from Moscow vta Orenburg down into Turkestan, where it may linger 
for a while on the very rich province of Ferghana ; from Moscow along 
the railways to the Southern Provinces, the Donetz Coal Basin, 
the rich Don and Kuban Cossack territories ; from Moscow northward 
to Archangel, which has such an important bearing on the timber trade ; 
glance at Odessa, Novorossisk and Batum on the Black Sea, Baku on 
the Caspian ; and consider that all that has hitherto been done in pre-war 
days, is but the beginning of what is to be. Think of the rich black 
land, heavy ore, and coal deposits, boundless oil reserves, seas teeming 
with every variety of fish, and ponder that with the advent of a better 
political horizon, of freedom to work and to administer without the 
crippling interference of illiterate bureaucrats, Russia will regain more 
than her old prosperity, in which the British merchant can have as 
large a share as anybody else, provided he prepare the way. 

It is very pleasant to work in Russia in normal times. I know of 
no British trader who has spent any time in Russia, who does not yearn 
to return. In like manner, no opportunity has come the British way 
that will not come again, and perhaps with greater possibilities. 

In conclusion, it may be mentioned that information respecting 
particular commodities, requirements, and conditions can be obtained 
from the Department of Overseas Trade, who have recently sent out 
to Moscow a new Economic Mission under Mr. Hodgson, Commercial 
Councillor for Russia. Another very important and helpful institution 
is the Russo-British Chamber of Commerce, International Building, 
Kingsway, whose members are amongst the most powerful and 


experienced in Russian affairs. 
@ 
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Why Not Become Your Own 
Forwarding Agent? 


HIS article is addressed mainly to the small trader: large and 
established firms will have made their arrangements after bitter 
experience, and will not require outside advice. 

The suggestion is inspired by no motives of resentment to the large 
body of shipping and forwarding agents who admittedly do very useful 
work, but is put forward in the interests of general efficiency. 

A man who, in the initial stages of his business has left his forwarding 
work to an agent will naturally feel reluctant to undertake the “ grind ”’ 
of passing entries, preparing bills of lading and consignment notes. He 
will argue that his time is more profitably spent in securing new business 
than in pursuing what he considers the mechanical details of the receipt 
and despatch of trafic. But the arguments in favour of doing the work 
himself or engaging a competent clerk with suitable experience to deputise 
for him are worthy of consideration. 

Such a course would be found more economical and admits of more 
rigid control. It stands to reason that the shipping agent, like other 
men, is not in business for his health. He is out to do a definite job for 
a certain remuneration. Nobody would be so foolish as to think other- 
wise. To the out-of-pocket expenses the agent incurs must be added, 
visibly or invisibly, or both, a percentage of profit. 

Traders have, then, a plain issue for decision. So long as their net 
payments to shipping agents in their own port do not exceed the four 
or five pounds a week which would pay a live young shipping clerk they 
will keep to the agent ; but I suggest that directly this figure is reached 
with any prospect of permanence their line is to engage forthwith a man 
with some knowledge of shipping documents, and turn over to him the 
whole of the work. It will be surprising if he does not show them some 
appreciable saving in a very’short time. 

It may be urged that the Agent, by virtue of wide experience, obtains 
the best competitive terms for cartage, and has at his command up-to-date 
information as to freight rates, being able thus to work always to best 
advantage. This may be so, though it is debatable whether the principal 
always reaps the benefit of the Agent’s capacity. Anyhow, experience 
is not a close preserve, and a good salary offered a capable man will soon 
be repaid in economies in transport costs. 

Of course, when dealing with a vessel at a distant port one is almost 
bound to give the work to an agent on the spot, since for Customs work 
personal attendance is almost imperative. 
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“A powerful contribution, in which the writer, a well-known West Country manu- 
. -Jacturer, contends that the gold standardia tlie root cause of our social troubles.” 


Unemployment and the Gold Standard 


By T. B. JOHNSTON 
Chairman and Managing Director of Pountney & Co., Ltd., Bristol ; 
Chairman of the Great Western Cotton Co., Lid., Bristol. 


go twenty-five years ago I was much interested in searching for 
a solution to the problem of why some 25 per cent of the populations 
of the various countries throughout the world were apparently condemned 
to remain on the subsistence level. 

In 1907 a speech by the late Sir Edward Holden at a meeting of the 
Liverpool Bankers’ Institute gave what seemed to me to be the clue to 
the problem. (Sir Edward Holden was defending the banks against the 
charge that they were not supporting the manufacturers by granting 
sufficient credit.) 

Sir Edward Holden, by means of a triangle, illustrated the relation 
between credit, loans, and cash reserves, as follows— 





“The right side of the triangle,” he said, “represents the loans of 
the whole of the banks, and the left side represents the credits created 
by these loans, and the base the cash balance or reserves. If, then, 
you draw a line from the left of the base, and equal to the base, you 
get the cash credits in existence. If the loans and credits as represented 
by the two sides of the triangle were the only two elements which the 
bankers had to take into consideration, then there would be no necessity 
for them to restrict their loans at all, and traders could increase their 
businesses and obtain loans ad libitum. But there is another element, 
and a most important one, to be taken into consideration, and it is the 
fact that all the credits as represented by the left-hand side of the 
triangle, and the line drawn from the base, are practically payable on 
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demand and in gold, assuming, of course, that Bank of England notes 
represent gold. Every banker, therefore, must make up his mind by 
what amount his credits are liable to be diminished, both in ordinary 
and extraordinary times, and when he has thus made up his mind he 
ought to keep that amount of available’resources in gold, or in a means 
of obtaining gold. 

“ Let us consider, then, that the base of the triangle consists of gold, 
and it is the ratio of the base of the triangle to the total credits (both 
created and cash credits) which restricts bankers from increasing unduly 
their loans. If business increases unduly, and if bankers continue to 
increase the loan side of the triangle, then evidently they are getting 
into danger, and the only judicious course which they can pursue is to 
curtail their loans, which curtail these credits, and thus re-establish 
the ratio. 

“ You see here the direct connection between trade on the one hand, 
and gold on the other, and that it is not so much the production of gold 
as the amount of gold which can be obtained for increasing the bankers’ 
reserves. 

“ I want you to remember that the banking system of every country 
has its triangle, and that the principles enunciated above exist in every 
triangle of every system based on gold in the world ; that being so it is 
clear, generally speaking, that the business of the world is carried on by 
means of loans, that loans create credits, that the stand-by for the 
protection of credits is gold, and that therefore gold controls trade.” 

This explanation of Sir Edward Holden’s made it clear to me that 
the gold standard was the root cause of our social troubles. i 


How the Vicious Circle is Created 


It is important to remember that currency in the shape of gold or 
` notes is practically only used for the purpose of paying wages and other 
small transactions; all else is settled by cheques, bills of exchange, etc. 
A manufacturer whose weekly wage bill was, in pre-war days, £1,000, 
would have required 1,000 sovereigns from his bank every Friday night. 
When trade improved, as it periodically did, and he was employing more 
men at increased wages, he required a correspondingly increased number 
of sovereigns for wages, and as this would apply over the whole country 
there was a greatly increased demand on the banks for gold, and they 
had to resort to the Bank of England. 

If the good trade continued for any length of time the sold reserve 
became depleted, and in order to protect it, and also to attract gold 
from abroad, the Bank Rate was raised, causing a restriction of credit, 
a stoppage of expenditure on capital goods, with resulting unemployment. 
This unemployment entailed a lessened demand for commodities, which 
again increased the unemployment, and a vicious circle was created, - 
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which ended in low prices, low wages, and, as Sir Henry Campbell- 
Bannerman more than once said, ten millions on the border-line of 
starvation. 

The war, with the practical abandonment of the gold standard, has 
confirmed me in this opinion. 

Instead of the gold base of the triangle, which could not be increased 
except by further supplies of gold, we had a base composed of currency 
notes, which could be increased as necessity arose. We had active 
trade everywhere, with full employment, and if it had not been for the 
terrible shadow of the war, all producers would have been smiling. 

The only sufferers were the “‘ rentters,”’ living on incomes derived 
from pre-war fixed interest-bearing securities, i.e. the idle poor and the 
idle rich. In other words, the producers gained, and the non-producers 
suffered. Those, however, who are doing the work of the world are 
surely entitled to first consideration. 

Unfortunately, under conditions such as these, when trade can 
obtain all the money that it requires, the demand becomes greater than 
the supply. There is a rising market, and every Dick, Tom, and Harry 
becomes a speculator, thus forcing prices to an unjustifiable height. 


Cause of the Present Crisis - 0 

In order partly to check this speculation, but mainly to carry out the 
recommendation of the Cunliffe Committee to get back as soon as possible 
to the “complete and effective Gold Standard,” the Treasury, in 
November, 1919, decided to restrict the issue of currency notes to 320 
millions, thus putting a fixed base to the triangle, stopping all further 
expansion in loans and credits. This action has resulted in the present 
position. Speculation has been stopped, it is true, but at the same time 
legitimate production has also been stopped, and in consequence we 
have an appalling number of people out of work when the world really 
wants all the goods they can produce. We had the same experience 
after the Napoleonic wars, when the same policy of deflation was decided 
upon by the Treasury. | 

Mr. R. G. Hawtrey, in his book Currency and Credit, recently 
published, writes as follows— 


The terrible depression which followed 1815 was directly traceable to the 
deflation after the war. The gleam of good trade in 1818, and the speculative 
blaze of 1825, were an inadequate set-off to the general gloom. There is a danger 
that the present war may be followed by a similar period of excessive currency 
contraction. 


(Mr. Hawtrey is a well-known authority on the subject.) 
The German Menace to British Trade 


In‘our case, deflation may prove even worse in its action than in 
1818, for while we are deflating other nations, especially Germany, are 
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still inflating. The German menace to our industries i is likely to be very 
serious in the near future. 

Anxious to ascertain the real ore of affairs in Germany, I sent a 
representative over to the last Leipzig Fair. He had been for over 
twenty years an importer of German pottery, travelling that country 
regularly and intimately acquainted with German pottery manufacturers. 
During the war he retired from business, and is not now interested in the 
trade. The facts as he gave them to me at that time were as follows— 

In the pottery trade the German workpeople worked eight hours per 
day instead of ten. All the manufacturers to whom he spoke agreed 
that their output was at least 20 per cent less than pre-war. Wages 
were from ten to twelve times pre-war ; the cost of living had gone up 
about nine times. The German worker, therefore, was considerably 
better off than he was pre-war. 

My informant went on to say that articles which he used to purchase 
pre-war in large quantities for three marks dozen (nearly 3s.) are now 
75 marks for export (nearly 25 times as much). Owing, however, to 
the fact that the mark is now worth less than a penny in our money, 
the cost of these articles to-day in England is only 6s., or twice the 
pre-war price of 3s. The cost of manufacturing pottery in England 
has gone up on the average about three times, so that an article that was 
3s. pre-war would now be about 9s. 

We are thus undersold by about 334 per ea The Germans are in 
clover: the workers are better off, the manufacturers are very much 
better off, and, in addition, they have our markets at their mercy. As 
was pointed out by a correspondent in the Financial News the other 
day, they have every inducement to continue the present state of affairs, 
‘which they can easily do by the simple expedient of increasing their 
currency when necessary. l 

For the moment there is a saving clause, for my informant told me 
that none of the German manufacturers will consider any business for 
the English market. They are bunged up with orders from North and 
South America which will occupy them for months to come, as they 
are only getting 40 per cent of their pre-war output owing to lack of 
coal. So the only thing that prevents our markets, both at home and 
abroad, being flooded with German pottery is want of coal. The 
Germans, however, are rapidly increasing their coal production, and 
when the French mines are able in the course of a year or so to get to 
work, when the Germans will no longer have to send coal to France, we 
shall feel the full force of their competition. 


Demand for Another Government Inquiry 

It is now some four years since the Cunliffe Currency Committee 
held its inquiry. During these four years we have gained a lot of 
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experience, and in the light of this experience the Federation of British 
Industries feel very strongly that another Committee should be set up 
to inquire further into this problem. ‘They urge, too, that this Committee 
should be composed of representatives of industry, trade, and labour, 
as well as of banking. The Cunliffe Committee was composed of bankers, 
with one economist. It is felt that such a Committee is not calculated 
to give confidence to the trading community. As has been well said, 
“ It would be almost as reasonable to appoint a Committee of Whiskey 
Distillers to settle the Licensing Laws!” The truth is that the interests 
of the bankers and financiers are not on all fours with those of the 
producers. 

Sir Felix Schuster, at the recent meeting of the International 
Chambers of Commerce, urged a return as soon as possible to a “ complete 
and effective gold standard,” in order that we might get back to our 
“old prosperity.” What did he mean by our “old prosperity ” ? He 
could not possibly have meant the “ old prosperity ” of the workers, 
as before the war we had ten millions on the subsistence level. He 
must, therefore, have had in his mind the “ old prosperity ” of the 
bankers, financiers, and “ rentiers,” whose pound could then purchase 
nearly twice the amount of goods and services it can to-day. 


Attitude of the Federation of British Industries 


The following is a copy of the letter the President of the Federation 
of British Industries sent to the Prime Minister, setting out in full the 
reason why a further inquiry is asked for— 


DEAR MR. PRIME MINISTER, 


The Credits and Currency Committee of the Federation of British Industries, 
which has for some time past been considering the Currency policy of this country, 
has directed me to transmit to you the following resolution which was passed at 
a meeting held on 30th June— 


THat the Credits and Currency Committee of the Federation of British 
Industries urges the Government to appoint a Commission, with terms 
of reference similar to those of the Committee on Currency and Foreign 
Exchanges after the War, presided over by the late Lord Cunliffe, in 
order to reconsider the currency policy in the light of recent events. 


This Commission should contain representatives not only of industry and 
commerce, but also of labour, so that the effect of any policy on trade 
and employment may be fully considered, 


In transmitting the above resolution to you, I should like to make it clear 
that the proposal is not put forward as a criticism of the policy recommended 
by Lord Cunliffe’s Committee. Indeed it is highly desirable that an arbitrary 
control of the currency in all European countries should if possible be replaced 
by some automatic means of regulation. But the conditions under which the 
policy was laid down are so different from those which exist to-day, that even if 
on inquiry the same conclusion is arrived at, the reasons need to be re-stated, and 
some attempt made to forecast the stages of the process of deflation and its probable 
duration and effects. 

I would mention four points only as an illustration of the radical change 
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which has taken place from the circumstances which existed, or could have been 
foreseen at the date of the Cunliffe Committee’s Report. 

(1) The exchanges which were artificially controlled during the war have been 
set free, with the result that the European Exchanges in terms of dollars have 
depreciated to the extent with which we are all familiar. Certain European 
currencies have depreciated to such an extent that it is impossible to suppose that 
they can recover to pre-war levels within a decade. 

(2) There is no sign that any of the nations of Europe are really willing to 
face the enormous sacrifices involved in the Cunliffe policy. On the contrary, the 
opinion is being voiced to an increasing extent amongst industrialists abroad 
that, if any steps are taken by their Governments to make the exchanges seriously 
appreciate during the next few years, it would make it impgssible for them to 
secure and maintain their position in international trade. 

(3) During 1919 and 1920 the upward movement of prices ‘continued to a 
greater or less extent in all European countries, whilst in most of thern.a continued 
inflation of the currency took place. Hence, if all nations are to return to their 
pre-war gold currencies the downward movement of prices which must be 
accomplished is immensely greater than that contemplated in the Cunliffe Report. 

(4) At the present time industry is carrying on under an enormous burden of 
taxation, and if an attempt were made to repay in currency at the pre-war level, 
the war debts which were incurred at a time when the currency was inflated, this 
burden would become intolerable. 

A more detailed Memorandum elaborating and adding to these points will be 
forwarded to you in due course, but even when stated briefly they appear to the 
Federation to constitute so strong an argument for a reconsideration of the Currency 
problems that they have desired me to forward this resolution to you without 
delay, and request that you will give the matter early consideration with a view 
to the Pe pPOneeat of a new Commission before the close of the present session. 

Yours faithfully, 
(Signed) W. PETER RYLANDS, 
President. 
THE Rr. Hon. Davip LLoyvp GrorGeE, O.M., M.P. 


The following resolution has already been passed by the British 
Pottery Manufacturers’ Association— 


In view of the disastrous effects on industry caused by the Treasury adopting 
the policy of deflation recommended by the Cunliffe Committee on Currency, this 
Federation earnestly begs His Majesty's Government to at once adopt the suggestion 
of the Federation of British Industries, and appoint a Committee to make further 
inquiries : such Committee to be formed of representatives of bankers, manu- 
facturers, traders, and labour in equal proportion, with an impartial Statesman 
of the highest standing as Chairman. 

This Federation further desires to express its opinion that the Cunliffe 
Committee, consisting as it did almost entirely of bankers, was not constituted in 
a manner calculated to give confidence to producers, whose interests are not always 
identical with theirs. 


Is the Gold Standard Out of Date - 


Instead of cudgelling their brains as to how best to get back to the 
gold standard, our bankers and financiers should be applying their 
minds to finding some other basis for regulating currency. The ideal 
currency is undoubtedly paper, but this issue of paper currency must be 
controlled, otherwise we shall get into difficulties. The problem is to 
find the best method of control. 
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o Phe Man with a Grievance 


The late Sir Edward Holden, in the last speech he made to the 
shareholders of the London City and Midland Bank, gave it as his 
emphatic opinion that the Bank Charter Act should be repealed, and 
that the cover for currency notes should be gold, plus commercial bills 
of exchange. This would give us an elastic currency, expanding and 
contracting as production increased or fell off, and trade would no longer 
be subject to periodical set-backs due to there not being sufficient gold 
in the world to meet the demands of expanding production. As the 
goods would first have to be made and sold there could be no question 
of inflation. I have always thought this suggestion of Sir Edward 
Holden’s to be sound and practical, and could be established without 
causing any real disturbance to our present system. 

If the Government appointed such a Committee as suggested by the 
F.B.I. an opportunity would be given of thoroughly sifting this and any 
other suggestions that might be made. 








The Man with a Grievance 


HE’ promotion and retention of friendly relations between staff 
and management are of vitalimportance. Employers cannot afford 
to rely on a staff who regard their work as a daily purgatory, endured 
only for the spending capacity it assures at week-ends. The staff must 
be keenly alive to the interesting nature of their tasks, ready to throw 
aside small considerations in an emergency, and with minds big enough 
to pass over petty jealousies and minor troubles. 

But employers cannot expect whole-hearted co-operation unless they 
are themselves capable workers and tolerant, approachable chiefs. Above 
-all things, good men should not be given a chance to cherish a real griev- 
ance. Should a case of unfair treatment be brought to light, deal fairly 
and honestly with it without delay. If the aggrieved man cannot be 
‘met, say so frankly and tell him why. Nothing leads to more lost time 
and bad work than a man labouring under a grievance for which he can 
secure no redress. Odd moments spent in discussion with his colleagues, 
or receiving their commiseration, defy detection but reach a considerable 
total in a month. Soreness and bad feeling will lead a man to put into 
his work something less than the best effort. While carrying out all 
requirements he can, if disaffected, avoid going out of his way to help 
in a way that is most annoying but does not justify definite reproof. 
Learn to distinguish the habitual grouser from the capable man labouring 
under a sense of real injustice, and deal promptly with either. 
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The German Reparation (Recovery) 
Act, 1921 


The Present Position and Requirements 


By J` A. DUNNAGE 


Sik its inception in April of this year, the German Reparation 
(Recovery) Act has been so modified by official orders, and its 
requirements have been so rapidly “ watered down,” that a simple 
re-statement of the position may be of service. 

The Act as first promulgated did not seem to be achieving the 
desired end—that of securing from Germany some contribution toward 
the national exchequer. German merchants declined to accept half- 
payments and a British Treasury receipt for the balance, on the ground 
that their Government were refusing to co-operate and work the scheme. 
To keep alive the reviving trade with Germany, it was seen that some 
modification of the original Act was necessary, and the Government 
acted in this case with commendable promptitude. 

The amount of the payment was first reduced from 50 per cent 
to 26 per cent. Why 26 per cent and not 25 per cent, one cannot say, 
- except that the figure chosen is supposed to have some mystic relation . 
to the total indemnity we hope eventually to secure. However, 26 per 
cent 1s now the figure, and on these terms the German Government 
have now undertaken to co-operate by repaying to German shippers 
the amount collected here under the Act. 

The stipulation for payment on goods of German origin was soon 
found to be troublesome and unwieldy, since it involved the production 
of Certificates of Origin for all European goods other than German. 
The fee of 5s. payable for each Consular Certificate at the place of 
origin was undoubtedly passed on to the British importer, and must 
have far exceeded in total the reparation payment secured. 

This and other considerations induced a further modification of 
the Act, whereby the 26 per cent is now payable only on goods first 
consigned from Germany. An unusually lucid official instruction drives 
this point home. ‘‘ The place of manufacture or production of the 
goods,” it states, “is immaterial. The test is whether the country 
whence the goods are first consigned to the United Kingdom, is Ger- 
many.’ It is further carefully explained that goods are regarded as 
consigned from the country where they were last owned and whence 
they were procured by the importer; e.g. goods of German manu- 
facture or production sent to another country and thence shipped to 
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the United Kingdom are consigned from Germany unless they have been 
the. subject of a genuine sale to an independent purchaser in such country, 
who has resold them to the United Kingdom. 


Definition of Germany 


Germany, for the purpose of this Act, is defined as the country of 
that name as enclosed by the boundaries laid down in accordance with 
the Treaty of Versailles. For example, the Rhineland Provinces in 
Allied occupation, Allenstein, and Upper Silesia are regarded as part 
of Germany; while Dantzig, Memel, the part of Schleswig now included 
in Denmark, and the parts of East and West Prussia which are now 
included in Poland, are not so considered. 

A special ruling has been given with regard to goods from the Saar 
Basin. Such goods are exempt from the provisions of this Act; but 
as the territory technically remains part of Germany, goods for which 
the benefit of exemption is claimed must be accompanied by invoices 
clearly showing production or manufacture in the Saar Basin, certified 
by a local authority such as a Mayor or Chamber of Commerce. 


How to Clear the Goods 


The importer of a consignment coming within the conditions above 
describec is required, in addition to preparing the usual Customs entry 
form, to complete a special new form 140 (sale). This form was illus- 
trated in our June issue. Beside the normal details of the goods, there 
has to be inserted their value according to the invoice. F.O.B. value 
should be given, that is to say, the amount an importer would give for 
them excluding freight and insurance, but including the amount payable 
to the Commissioners of Customs under the Act. 

To the Customs entry form must be added the following signed 
declaration— 

I further declare that the particulars shown in the annexed statement are true. 

All that remains is to present at the Customs House the entry form 
[Form 140 (sale)], with cheque or cash for the reparation payment, the 
original invoice, and a copy thereof for retention by the Customs. 
If all is in order, an official receipt will be given, which may be 
transmitted to Germany as evidence of payment. 


Goods Claimed Outside the Act 
As has been said, Certificates of Origin are.now no longer required, 
and the declaration to be added to the entry should now read— 


I declare that the merchandise shoum. on this entry was not first consigned 
from Germany to the United Kingdom. 


' Entries for goods imported from extra~-European countries will, for 
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the present, continue to be accepted without the special declaration, 
in the absence of suspicion of first consignment from Germany. 


Exceptions l 

Goods for transhipment, or in transit through the United Kingdom, 
have from the commencement been immune from the operation of this 
measure, and a further valuable exception has now been arranged. 
Goods which have been sent out from this country to Germany, and 
returned unaltered and without change of ownership, are granted 
exemption. This condition is intended primarily to cover goods sent 
to a German trader in fulfilment of a contract for sale and rejected 
by him as not being of the quality ordered, and goods consigned to an 
agent in Germany for sale, but returned unsold. Applications under 
this exemption ‘should be made to the Customs at port of importation, 
accompanied by statement of the full circumstances, supported by 
evidence in the form of bills of lading, invoices, and correspondence. 

Empty packages returned from Germany are regarded as covered 
by this exemption. . 





The School of Accountancy 


TEE elaborate and very attractive prospectus, which has beer issued by the 
School of Accountancy (2 West Regent Street, Glasgow, and 10 Essex Street, 
Strand, W.C.2) in connection with the opening of the autumn and winter session, 
will be of the greatest interest to every business man who feels within himself 
the “urge to greater things.” Complete details are given of the various courses 
provided by the School, numbering no fewer than ninety-three, in preparation 
for the leading professional examinations for secretaries and accountants, for 
general commercial examinations, and for the higher executive positions in business. 
The Principal, Mr. J. C. D. Mackay, F.L.A.A., is assisted by an Advisory Board 
of well-known commercial experts, which, he confidently claims, is the equivalent 
in range of qualification of any University Faculty of Examiners, and by an impres- 
sive array of specialist coaches. Many notable examination successes stand to the 
credit of the School’s pupils, and these, with the large number of lettews reproduced 
from “old boys,” leave no doubt in the mind as to the beneficial results of the 
training given. Accompanying the prospectus, which is handsomely illustrated 
with portraits of members of the Advisory Board, is an-interesting booklet by the 
Principal entitled “ Men of Action,” which gives the life stories of twelve of the 
School’s students who, thanks to its invaluable assistance, now hold very important 
positions in the commercial world. Readers who are interested should write to the 
school for a copy of the prospectus, mentioning this Magazine. 
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The practical hints given below will enable the manufacturer to establish that close control 
over manufacturing expenditure which is so essential to present conditions of indusiry. 





Present Day Costing Problems 


By E. W. Newman, A.C.A. 
Author of * The Theory and Practice of Costing ” 


In the present anxious condition of manufacturing industry, when the problem 
of bringing Costs of Production within the limits of Selling Prices is paramount, 


those who have provided themselves with Accounting methods of the nature described 
in this article have found them of very great benefit. 





2. Manufacturing Expenditure, with particular reference 
to Oncost : 
The advantages of observing its natural divisions in Accountancy 


e the last article, we touched briefly upon the fact that in the ordinary 
form of financial accounts, the natural divisions of manufacturing 
expenditure, so essential from a costing point of view and so valuable for 
management purposes, are not clearly exhibited.. 

We expressed the view that the classification of business expense 
commonly adopted had its origin in the fact that accounting in this 
country has developed more upon commercial and financial than upon 
manufacturing lines. Only the operations of buying and selling are 
exhibited in the common form of financial accounts, notwithstanding 
that ima manufacturing business, the two operations are separated by 
the organisation of manufacture. The buying operations are classified 
to distinguish between certain types of expenditure (such as Rent, Rates 
and Insurance, Printing and Stationery, Wages, Salaries, and Depre- 
ciation) rather than to bring together these different types of expenditure 
in relation to the functions or services with which they are connected. 

The object of the present article is to show that a classification of 
manufacturing expenditure which observes its natural divisions and 
brings together different types of expenditure in relation to the separate 
services with which they are connected is a classification of great value 
to the manufacturer. It exhibits its anatomy so clearly that his control 
over it cannot fail to be more enlightened and more suited to the needs 
of the moment than it would be if this insight were denied him. 

It is one of the main objects of Accountancy to increase the efficiency 
of financial control. The ascertainment of Profit and Loss is important, 
but the contimuous and unrelaxing control of financial tendencies, 
particularly in present conditions of industry, is perhaps still more 
important. 

The accounting classification of business expenditure should therefore 
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have this object in view, and it should be based upon sound principles 
which should have regard to the needs of the management. 


Classification of Expenditure for Cost Accounting 
The expenditure of a manufacturing business falls broadly into two 
divisions— 
(1) Expenditure on materials ; , 
(2) n Services. | 


The second division may be considered to include services rendered to 
the business from outside sources such as possibly the supply of power, 
the provision of factory accommodation in return for rental, and the 
“special services of builders, painters, and others. 

If we contemplate the relation of these two classes of expenditure 
to manufactured products, we see that each is divisible into three parts. 
The three divisions of material are— 


(a) The direct material of manufacture ; 

(6) The indirect M 5 

(c) Material used in selling and distributing. 
By direct Material of Manufacture is meant the material of which the 
Manufactured Products are made. By Indirect Material is meant the 
material used in the manufacturing operations, but which forms no part 
of the product itself, such as Oil, Rags and Brushes. The importance 
of this class of expenditure relative to total cost varies according to the 
nature of the industry. 

The material used in Selling and Distribution is represented by such 
supplies as Advertising Stationery, Paper, Straw, Nails, String, and 
Petrol (in the case of motor delivery). 

The three divisions of services are— 

~ (a) Direct labour of manufacture ; 
(6) The indirect labour, or services, of manufacture ; 
(c) The services incidental to selling and distribution. 


By the direct labour of manufacture is meant the labour directly expended 
on the material out of which the manufactured product is formed. By 
the indirect labour (or services) of manufacture is meant the services 
not so directly expended, and having no quantitative relation to indi- 
vidual products or individual manufacturing operations. The services 
of management and supervision, the services connected with the power 
supply and the maintenance and repair of machinery may be cited 
as representative of this class. Finally, the services incidental to Selling 
and Distribution include such services as those of Travellers, Packers, 
Delivery Carters or Motor Drivers, and Despatch Clerks. 
In determining the classification of expenditure for Cost Accounting 
e purposes, these are important divisions. They are important, because 
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each of them is susceptible to different influences, and also falls to some 
extent under different control. 

The expenditure on direct material and labour bears a more or less 
constant ratio to the output of manufactured products, so that control 
of the output also controls to a great extent the expenditure under this 
head. 


Indirect Services of Manufacture 

The indirect material and labour of manufacture is not so closely 
related to the output. The expenditure on the services of foremen does 
not rise or fall uniformly with the output, nor does the expenditure 
on the services of storekeepers, stores clerks, boilermen, tool-makers, 
and others. The expenditure under this head often forms a large part 
of total manufacturing cost. It is difficult to control, and failure to 
control it has often meant serious loss and bankruptcy. 

Under the indirect services of manufacture we include also such 
fixed expenditure as rent and interest charges. The factory rent has to 
be paid whether production is at a maximum or minimum. Likewise, 
the interest on capital invested in the manufacturing equipment accrues 
from day to day regardless of the fluctuations of the output. 

The material and labour expenditure of Selling and Distribution is 
again affected by special influences. Some of it rises and falls in strict 
ratio with the sales.. Sales do not constitute the same standard of 
measure as the output of the factory. The output of the factory some- 
times overtakes the output of goods sold. Sometimes it falls short of it. 
Other ,parts of the Selling and Distribution expenditure, such as 
Advertising, may rise when the demand falls off, or it may decrease if 
the demand increases. ' 


An Important Division in Accountancy 
The first essential division therefore which should be observed in the 
accounting classification is between— 
(a) The Expense of Manufacture, and 
(b) The Expense of Selling and Distribution. 
From the point of view of control, Selling and Distribution Expense 
is practically unrelated to the Expense of Production. It is expenditure 
which has to do with the merchanting and handling of finished products. 
It is therefore differently constituted and subject to different influences 
as compared with Manufacturing Expense. Its effect upon the total 
-cost of finished products may vary with the nature of the product and 
with the markets in which, the sale is effected. If a comparatively retail 
trade is fostered, Selling Costs per unit will be high. If large quantities 
of goods are sold for export, Selling Costs would probably be low. If 
the home trade is fostered, Selling Costs usually fall between the two. 
The same article may be sold in all these markets. : 
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These influences are unrelated to the expense of manufacture; and in. 
order to observe the fluctuations in Selling and Distribution Expense, and 
bring it under efficient control, it is essential that the accounting classifica- 
tion should make a clear separation between the Costs of Manufacture and 
the Costs of Selling and Distribution. The Selling policy may be extra- 
' vagant, while Production may be economical. The reverse may be the 
case. Manufacturing Cost may be rising; Selling and Distribution Cost 
may be falling. Whatever fluctuations may be taking place, however, 
in the two classes of expense, it should be possible to observe them clearly 
and quite independently. 


The Classification of Administrative Expenditure 


Having arranged for this necessary separation, we have next to 
consider what subdivision of the total Manufacturing Expenditure will 
be most useful for administrative purposes. We have already seen that 
Manufacturing Expenditure consists of— 

(a) Expenditure on Direct Material ; 

(b) 3 Direct Labour ; 

(c) Indirect Material and Labour. 
It is this third class of expenditure with which this article is chiefly 
concerned. We have called it the indirect expenditure of manufacture 
because its volume bears no constant quantitative relation to the output. 
It often forms a large part of the total expense of manufacture. It 
therefore requires special and continuous attention, because it is the 
source of most losses. 

This expenditure is known by various names. It is described as 
Oncost, Overhead Expense, Establishment Charge, or Burden. It is 
also called Manufacturing Expénse. In its widest sense this latter term 
might be considered to comprise the whole expense of a manufacturing 
business. The term, however, has come to signify, not the whole expense 
but that part of it which cannot be easily and constantly measured in 
relation to each manufactured product. In this restricted sense it is 
equivalent to Oncost or Burden. 

If we examine carefully the constitution of the Oncost Expense, we 
shall perceive that it is made up principally of expenditure on various 
services the functions of which are capable of separate and distinct 
expression. The whole factory organisation is really directed to the 
support of the men and women operating the machines or in other ways 
producing manufactured goods. This organisation falls into natural 
sections. Although their number may vary according to the nature 
of the industry, most of them are indispensable to all. To illustrate the 
nature of these services, the account appearing on page 67 of the last 
issue of this magazine may be referred to. The separate services there 
enumerated are— 
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(a) Buildings Service ; 

(b) Power Service ; 

(c) Stores Service ; 

(d) Transport Service ; 

(e) Works Supervision and Organisation ; 

(f) Tool-making Service ; 

(g) Yard Service ; 

(h) Unclassified Engineering and other Service ; 

(t) Producing Plant Service (consisting of the cost of cleaning 
and maintaining the machinery, and Depreciation). 


Separate Control of Oncost Expenses 


All of these services are common to many businesses, but the list may 
be contracted or extended to suit all cases. Each of these services is 
capable of separate control and to a great extent susceptible to special 
influences and conditions. It is advisable, therefore, to bring together 
all the expense of each service, so that the total expenditure on each 
may be compared from time to time, and any fluctuations noted and 
investigated, if necessary. To achieve this object, the Manufacturing 
Expense should first be divided under main heads representing services, 
and the main heads should be subdivided to show the financial divisions 
of the expense falling under each. For example, the Power Service may 
consist of Wages, Fuel, Water, Oiling and Cleaning, Repairs to the 
Power Plant, Depreciation of the Power Plant, and Rent of the Power 
House. The expense under each of these heads should be collected and 
the whole of it then falls under the main heading of Power Expense. 
This, as will be realised, involves the separation of Repairs to Power 
Plant from other Repairs undertaken in the factory. It involves the 
separation of Depreciation of Power Plant from the Depreciation in other 
sections. It involves the apportionment of part of the Rent Charge to 
the Power House, and the separation of Wages Expenditure on the 
Power Service from other Wages expenditure. While this is so, the 
accounting should be so devised that the distribution of the expense of 
a like character, such as Rent, to the various services shall not obscure 
a clear view of the total charge falling under each financial heading. 
How this object is effected will be shown in a subsequent article. 

Dealing with the services enumerated above, the essential subdivisions 
would be substantially in accord with the following schedule, viz.— 


Buildings Service— Power Service— 
Rent, Ratés, and Insurance Rent, Rates, and Insurance 
Repairs 
Repairs Sundries (Oil and Cleaning Materials) 
Sundries ' Depreciation 
Lighting and Heating Wages of Boilermen, etc. 
Cleaning Fuel 
Water 
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Tool-making Service— Transport Service— 
Rent, Rates and Insurance of Tool Repairs to Equipment 
Room (where separate) Depreciation 
Tool Steel and other Materials Wages of Transporters and Labourers 
Sundries Power (if used) 
Power 


Works Supervision and Organisatton— 


Repairs to Machinery Rent, Rates, and Insurance of Offices 


Depreciation of Machinery 


Sundries 
Wages of Toolmakers Lighting and Heating 
' Cleaning 
; PETT , Printing and Stationery 
Unclassified Engineering and other Service— Wages 
Wages Salaries 


Yard Service— 
Rent and Rates 


Stores Service-— Repairs to Equipment 


Rent, Rates, and Insurance Depreciation of Equipment 
Repairs to Equipment Sundries 

Sundries Lighting 

Depreciation of Equipment Wages of Carters and Labourers 
Lighting and Heating 

Cleaning Producing Plant and Machinery, viz.— 
Wages of Storckeepers Repairs 

Salaries of Stores Clerks Sundries 

Power (if used) Depreciation 


The analysis and classification of the Oncost Expense having been 
arranged in this manner, the periodical cost of the separate services to 
Production is ascertained, and its equitable distribution to the various 
Producing Departments of the business is greatly facilitated. 


Value of Periodical Statements of Oncost Expense 

As the classification is so drawn up as to observe and keep clear the 
natural lines of factory organisation, the periodical Statements of Depart- 
mental Oncost Expense which it is possible to prepare are of great value in 
supervising and controlling the expenditure, whether viewed depart- 
mentally or as a whole. If it is desired to compare the costs of different 
factories or different manufacturers, it will be realised that unless the 
Oncost Expense is classified on uniform lines, this comparison is not as 
effective as it might be, for although the relation of the aggregate Oncost 
Expense to the cost of direct Material and Labour may be compared 
in each case, its division into services would show in what departments 
of the factory organisation the variations in the comparative costs had 
arisen. The division of the Oncost Expense into natural services is sound 
in principle, and Costs drawn up on these lines are as uniform as they 
can be made. Their constituent elements are well defined. They are 
capable of comparison, and in a form which facilitates investigation. 
If costs are rising, the cause may be quickly traced. If savings are 
effected, or changes made in the general organisation, their influence 
upon the Oncost Expense, not merely as a whole, but in well-defined 
directions is clearly seen. 

The methods underlying this form of accounting will be briefly 
explained in a subsequent article 
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This is the second of a new series of articles dealing with Anglo-South American 
ae commerce, wrillen by an authority.of wide personal experience. 





Industrial Development in 
South America 


Monopolies and Concessions 


By CHARLES DOMVILLE-FIFE 


Late Correspondent of the ‘‘Times” in South America ; Author of “Through 
Central America,” “The Great States of South America,” eto. 


The author here discusses the commercial policy adopted by the South American 
States of stimulating manufacturing enterprise and encouraging new industries, and 


indicates the great opportunities offered by such a policy to British exporters for 
the sale of machinery and other goods. 





HE rising States of South America are, from the industrial stand- 

point, principally agricultural, pastoral and mining communities. 
They produce the raw materials but not the finished article. It is, 
however, but natural that such rich and growing nations should begin 
to encourage, by monopolies and concessions, the home production of 
many commodities hitherto imported from the manufacturing nations 
of Europe and North America. More especially as the raw materials 
from which many of these same imports have been fashioned abroad 
came originally from South America in the crude state. 

Before any such economic policy can, however, be carried into effect 
there are three essentials which, at first, have the contrary effect to that 
which is desired—they increase the imports—for a nation or firm cannot 
commence to manufacture without the requisite (1) raw material, 
(2) machinery, and (3) skilled labour. It is with the object of utilizing 
to the utmost financial advantage the super-abundant supplies of the 
former that these nations are seeking to increase their manufacturing 
industries. In order to do this they are compelled to augment their 
importation of machinery, to offer inducements for the immigration of 
skilled labour, and, by concessions and monopolies, to interest capital 
and generally stimulate the establishment of industrial enterprises. 

Such a policy among ten prosperous States with a total population 
of 58 millions, and revenues far in excess of their expenditures, offers, 
not only a wonderful opportunity for the establishment of branch 
factories, but also for the sale of up-to-date machinery and apparatus 
capable of utilising and increasing the value of the raw material already 
produced, or capable of being produced, by the farms, forests and mines 
of these countries. 


‘License Laws and the “ Rubrica ” 
In Argentina all the primary undertakings and pioneer industries 
have already been established many years, therefore the openings do 
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not lie in the same direction as they do in some of the other States which 
have not yet received so great a commercial impctus or attained the same 
high degrce of development. Under the License Law business houses 
of all kinds are required to take out an annual licensé ; and foreign insur- 
ance companies, for which there appears to be good prospects of remu- 
nerative business, are compelled to invest amounts varying from £9,000 
to £27,000 in National Bonds, and must also pay a license charge of from 
£270 to £540 for one risk and half the same sum for every additional risk 
undertaken. In addition to this, a percentage ranging from 2 to 7 on the 
premiums is charged by Government. 

It is important to note that all tenders for the supply of plant or 
machinery for public works must bear stamps varying in value from 
4d. to £90; and that, according to Argentine Commercial Law, all 
mercantile books (whether industrial or commercial) must be kept in a 
prescribed manner; and in addition to this requirement the Letter- 
copying Book, the Journal, and Cash Book have to be stamped with the 
“ Rubrica,” or mark of the Commercial Tribunal, which, when attested 
by the signatures of a Commercial Judge and the Secretary-Notary to 
the Tribunal of Commerce, renders them valid, legally, for the purpose 
of evidence before the Courts of the Republic. The importance of this 
law will be apparent when it is pointed out that an insolvent trader whose 
books have not been marked with the “ Rubrica ” cannot obtain his — 
discharge. Manufacturers and merchants are compelled to return 
balance-sheets once in every three years; and mortgages cannot be 
effected for a longer period than ten years. 

The fact that there are 32 million head of cattle and 83 million sheep 
already feeding on the pastures of this great country is sufficient indica- 
tion of the extent of the cattle-breeding industry, and allied to this 
important branch of the industrial tree are many smaller undertakings, 
from cold-storage plants to jerked beef factories, tanneries, and bone-pulp 
mills. Even in this highly developed industry there is, however, unlimited 
scope on the 32,000 square leagues of unsold government land, which 
can be purchased at public auction in lots of about 5,000 acres at a 
minimum price of 50 cents per acre. 


Transport and Industrial Subsidies 

The most important factor in the growth of vast undeveloped coun- 
tries is the railway line, and in this respeet Brazil is remarkably well off, 
possessing over 19,000 miles of iron road in various stages of construction. 
This, however, has not prevented the Brazilian Government offering very 
liberal inducements for the construction of much-needed new lines of 
penetration. Frequently the necessary land is granted for a number 
of years, the whole undertaking afterwards reverting to the State upon 
payment of a fixed sum, or upon valuation. So great is the need for 
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rapid transport in the vast interior of Brazil that the Government has 
authorised the granting of a subsidy of £250 per kilometre to companies 
or jndividuals, who, in accordance with regulations, construct public 
roads and organise motor services for passengers and goods between 
two or more States, or through one. 

To stimulate the introduction of new industries which may be con- 
sidered desirable or specially applicable to any district or city subsidies 
are granted by the Governments of the various States. Machinery which 
is intended for public works or new factories is generally admitted into 
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THE BUBY PORT OF RIO DE JANEIRO 


the Republic free of duty when previous application has been made ; 
and it is in the power of the authorities to abolish the export duty on 
various manufactures as an additional inducement for the investment 
of capital in the exploitation of new industries. It should be noted that 
tenders for public works are only accepted from foreign firms having an 
agent in Brazil, and who are officially authorised to do business in the 
Republic, 

Free gramts of land for the establishment of factories can be obtained 
from the State and Municipal Governments in addition to the cash 
subsidies and the removal of import and export duties. As an indication 
of the diverse requirements of the different States it may be mentioned 
here that substantial premiums have recently been offered to silk cocoon 
producers in order to encourage the silk mills established at Petropolis ; 
the Federal Government has made similar efforts to establish a fishing 
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industry along the coasts; and various States have offered quite large 
sums of money for the establishment of chemical, paper, and glass bottle 
factories. There are about 11,400 factories at present in operation in 
this vast country. 


Problems of the Coffee Industry 


One of the largest industries of Brazil is coffee-growing in the State 
of São Paulo, where there are 800 million trees systematically planted 
over an area about equal to ten times that of Belgium. Other States 
also share in this industry, and the combined annual production averages 
13 million bags of beans of 60 kilos each. In this State there is a fortune 
awaiting those who introduce a new and profitable use for coffee, apart 
from its value as a beverage. The low price obtained during recent 
years in the markets of Europe and North America has made the need 
for d'scovering additional uses for the coffee bean in Brazil almost as 
pressing as the rubber problem in Malaya. The real salvation, however, 
would appear to lie in creating an increase of consumption of this beverage 
by a reduction of the price at which it is sold in Europe, thus reducing 
it to a level within the means of the general public. 

Among other regulations affecting the establishment of new industries 
in Brazil are the ‘food laws which make an official analysis obligatory 
of every kind of food or beverage sold in the country. The fee charged 
for this analysis usually amounts to about 25s. Trade marks can only 
be transferred with a business ; and foreign patents registered in Brazil 
expire there at the same time as in the country of origin. 


-Industries New and Old in Chile 


Chile, unlike Brazil, permits coastal navigation and trade to be 
undertaken by ships of all nations. Printed matter of all kinds is exempt 
from import duty, and machinery for new manufactures is admitted free 
into the Republic. In many cases public land for factory sites is readily 
ceded by the Government or local authorities. On the State Railways 


a reduction of 30 per cent on the freight charges is generally allowed 


to encourage newly established industries; and skilled mechanics or 
specialists bringing machinery are granted entirely free sea and land 
transport by the Chilian Government. 

The most important industry of this State is the digging and refining 
of nitrate of soda on the desert-fields of Atacama and Tarapacá. The 
output varies very considerably but yields many millions sterling every 
year, and supplies the bulk of the revenue, both national and private, of 
the Republic of Chile. There are no less than fourteen railway lines, 
many hundreds of miles in total length, dependent upon this industry 
for the major portion of their traffic. During the construction of one 
of the lines which cross this arid region it was found imperative to build 
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an aqueduct, over 300 kilometres in length, for the purpose of supplying 
water to the locomotives while traversing the desert. The Government, 
to assist the railway company in showing an adequate return for the 
great outlay involved, granted the privilege of supplying the important 
town of Antofagasta with drinking water. Both the railway and the 
waterworks have realised the expectations of the enterprising promoters 
and investors. There are also big subsidiary undertakings for the 
production of iodine, borax and salt. Copper mining is largely carried 
on in the same region. 
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WASHING OOFFHRE IN THS STATE OF SÃO PAULO, 
i BRAZIL 


Opportunities in Peru 

A wide field for the construction of railway lines is offered in the 
Republic of Peru, and the Government has created a fund of £200,000 
per annum $o be used in granting guarantees and offering other induce- 
ments to capitalists to open up railroads in the country. In many parts 
the constructors of new lines could have the advantage of coast or harbour 
termini. Concessions are granted in accordance with the law passed by 
Congress in 1904, which empowered the Executive to carry out the 
construction of several important railways, either by granting the neces- 
sary land, and permission to develop the line for 99 years, with a State 
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guarantee of 6 per cent for 20 years on the total capital invested ; or, 
by granting a monthly payment of a fixed sum for twenty years, repre- 
senting 5 per cent on the total cost of construction. The Government 
may also grant perpetual concessions for the making of railroads, paying 
as an additional inducement any sun up to £1,500 per kilometre, provided 
that the amount payable in one year, either to one or more concessionaires, 
docs not exceed the Budgetary resources set aside for railway construction. 

Although there are many openings for new factories in Peru, the only 
form of benefit likely to be obtained from the Government at the present 
time is an increase of the protective duties on the competing imported 
article, combined, possibly, with a government contract for the supply 
of whatever commodity was manufactured, if required for any public 
purpose. In one case which came under the writer’s observation as 
much as 30 per cent was placed on an article of food hitherto imported free 
in order to induce a certain capitalist to erect a factory for its manufac- 
ture. Among local requirements may be mentioned factories for the 
production of glass, chemicals, nails, preserves, and uncommon wines 
made from the grape. 

The manufacture, exportation and sale of tobacco is a government 
monopoly. Under the Medicinal Code the exact formula of all new 
proprietary preparations sold in the Republic must be filed with the 
Faculty of Medicine of Lima, and samples submitted for analysis. The 
‘fee charged for filing the formula amounts to {1 for each ingredient of 
the preparation. Although there is both a letter and a parcels post, 
neither form of communication can be registered. 

Copper mining is one of the most important industries of Peru, and 
the export of this mineral has reached the average annual value of about 
6 millions sterling. Sugar comes next with a yearly output valued at 
44 millions, cotton 1? millions, and petroleum, wool and rubber, cach 
% of a million. 

One of the most promising openings for the investment of foreign 
capital in Peru is in the irrigation of waste lands. The State grants 
to the capitalist the full rights of ownership of all territory which he 
irrigates. There are, also, excellent openings in several Peruvian towns 
for palatable water supplies, and the profits from these undertakings 
have hitherto proved very good. 


Colombia’s Requirements : 

By a special concession of the Ministry of Finance of the Republic 
of Colombia materials for the establishment of electric plants are, under 
certain restrictions, admitted free into the country; and there is no 
import duty on live animals, agricultural seeds, printed books, or educa- 
tional matter. There is quite a good demand for educational material 
and apparatus not only in this particular State but throughout South 
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and Central America, but everything must, of course, be printed or 
explained in Spanish. 

While it is quite impossible to give here definite information relating 
to specific contracts, which would become out of date within a week or 
two, it must be said that in Colombia, as in all the less developed South 
American States, there is a wonderful field not only for British con- 
tractors but also for skilled labour. An example of this is afforded by 
the Magdalena River dredging contact. To enable ocean steamers to 
sail up this great fluvial highway of the country it is necessary that the 
bar at the Bocas de Ceniza be dredged. The Colombian Government was 
authorised to raise over two million dollars for the carrying out of this 
operation, and a contract was also made with a German firm for the 
opening of the mouth of this river, but owing’ to the war work was 
stopped for some years. 

Cattle-breeding is one of the principal industries of Colombia, but 
up to quite recent times it has been considered unprofitable to export 
either live cattle or frozen meat, owing to the absence of railways, roads, 
labour, or local factories. The hides annually exported, however, have 
an average value of over half a million sterling. Gold is largely mined, 
and the production averages about £700,000 in value per annum. Natural 
petroleum springs have been discovered over a wide area, and are said 
to resemble the famous Texas oil-fields. They are being developed by 
foreign capital. Bananas and panama hats are the next most important 
items on the list of products. There are very few factories in Colombia 
and the openings for new establishments are many and varied. 


Industrial Development of the Smaller States 

In Bolivia there is a State monopoly of the manufacture and sale of 
matches of all kinds, and their unauthorised importation is therefore 
prohibited. In this great inland mining State there are boundless 
opportunities not only for the large capitalist and manufacturer but 
also for the smaller man with strictly limited resources, for almost 
everything that is modern is needed in the four fairly large towns of the 
healthy highlands. There are but few factories, and beyond the huge 
production of tin, antimony, copper, and other minerals, the industrial 
activity is confined to the cultivation of coffee, cocoa, and rubber, although 
wool from the alpaca, vicuna, and llama, is largely exported in the raw 
state. The many concessions which would be granted by the Bolivian 
Government for the introduction of new industries, and also for the 
establishment of public works, are impossible to name, because any 
reasonable proposition would meet with a generous acceptance. 

Venezuela has but very few industries, the bulk of the manufactured - 
goods required by her 2,800,000 inhabitants being imported. Salt and 
matches are both government monopolies. There are cotton mills at 
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Valencia, Caracas and Cumana, and coarse fibre sacking is manufactured 
in many parts of the country. The industrial activity is, however, prin- 
cipally confined to the production of cocoa, coffee, hides, and gold, from 
which it will be apparent that there are innumerable openings for all 
kinds of industrial enterprises both large and smal. 

The little west coast State of Ecuador is, at present, in the very early 
stages of industrial development, and, under a generous Government 
Decree, offers concessions, monopolies, rebate of duties, and protection, for 
the establishment of new industries which would utilise the raw material 
ofthe country. The principal manufactures at present are sugar (eleven 
refineries), panama hats, cigars, phosphorus, petroleum, and printing. 


A Problem and a Remedy 

It should be pointed out here that skilled labour is almost impossible 
to obtain in these South American States, and therefore any extension 
of their industrial activity must necessarily be preceded by the intro- 
duction of both organisers and artisans. Many English firms manu- 
facturing wide ranges of special machinery could do excellent business 
in these countries by a simple arrangement whereby they not only sup- 
plied the necessary engines and plant but also an efficient staff to operate 
the works when completed, and, if desired, to gradually teach local 
workmen to take their places. This may sound a difficult and dangerous 
policy to advocate, but if carefully examined it will, on the contrary, 
be found to contain much that is favourable to the present and future 
commerce of Great Britain. Foreign workmen, with but little educated 
intelligence or initiative, who have been taught to use one particular 
type of industrial machine would be most unlikely to change willingly to 
another type, even though it showed a distinct improvement on that 
which they had become accustomed to operate. A South American 
manufacturer, whose plant had been successfully erected and operated 
by a complete British staff would not make costly experiments with the 
wares and talents of another country so long as he was receiving a fair 
return for his capital outlay. To change at all he would have to re-equip, 
re-organise, and re-staff his entire works | 

For the home trade of the contracting firm there would always be the 
renewals, extensions, and spare parts. This plan of operation for over- 
coming the lack of skilled labour in South America and stimulating the 
sale of British machinery, as well as providing many highly paid appoint- 
ments for competent Englishmen, could well.be carried into effect by 
combines of large firms with efficient organisation. There are many 
South American capitalists who would eagerly grasp an offer by a well- 
' known British firm to supply and erect a complete factory, with a com- 
petent staff to operate it, at an inclusive contract price covering everything 
„ up to the first month’s wages after commencing production, 
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A novel question, closely affectiny banking practice, and of great importance to 
depositors, is here discussed in the light of a recent legal decision. ` 





Shares Transferred in Security 
to Banks 


Practice as to Re-transfer 
By D. Maogay, B.L., Solicitor, GLASGOW 


To Court of Session, the Supreme Civil Court in Scotland, has 
just had occasion to decide an important and novel question intim- 
ately affecting banking practice. Crerar v. Bank of Scotland, 1921, 
2 S.L.T. 112, was an application for an order on the Bank to produce 
before the Court a full and particular account of their intromissions 
with 2,775 or thereby ordinary shares of Messrs. J. & P. Coats, Ltd., 
transferred by the plaintiff to the defendants in security of advances 
made by them to the plaintiff; and to grant decree against the defen- 
dants for payment to the plaintiff of such sum as might be found to be 
the true balance due to the plaintiff by the defendants in respect of 
their said intromissions.. . .; or, in the event of the defendants 
failing to produce an account as aforesaid, to grant a decree against 
them for payment to the plaintiff of the sum of £25,000 sterling, which 
sum should in that event be held to be the balance due by the defendants 
to the plaintiff in respect of their said intromissions. . . .” 

The defence of the Bank was that they could not account for the 
specific shares transferred to them, identifying each by its number, but 
that they could transfer the same number of ordinary shares of Messrs. 
J. & P. Coats, Ltd., to the plaintiff. Was this sufficient ? To answer 
that question the Court found it necessary to examine the practice and 
course of dealing of the defendant Bank. 

Among the services which the Bank offers to perform for its cus- 
tomers is that of providing financial accommodation on their system of 
“secured loan accounts.” All securities held against these accounts 
are vested on ex facte absolute titles, in nominees of the bank. These 
nominees are selected from among the bank’s employees and act under 
the bank’s instructions. They perform no function by themselves, as 
distinct from the bank, except as depositaries of title. But in that 
capacity they come to be registered proprietors of large holdings of the 
better known Stock Exchange securities. The bank keeps a securities 
register in which each customer who opens a secured loan account is 
credited with whatever guanitty of shares or stock of any denomination, 
belonging to him, is held from time to time against his secured loan 
account. This record takes no account of anything but quantity and 
denomination. As among stocks or shares of the same denomination 
held by the nominees, no attempt is made to identify (or to preserve 
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evidence for the identification of) any particular or specified holdings 
(e.g. by the numbering of the shares or of the certificates) as being those 
transferred by, or held on behalf of, any particular customer. ‘This 
mode of dealing with securities given to the bank is not restricted to 
secured loan accounts, but no question arises with regard to it in this 
case in relation to accounts of any other class. 


The Secured Loan Account 

Suppose a customer wants to open one of these accounts; he may 
himself transfer to the bank’s nominees shares already registered in his 
own name, or he may arrange through his broker that the persons from 
whom he has purchased shares shall transfer these to the bank’s 
nominees. In both cases the shares transferred are specific shares, 
identified and distinguished by number; but, while the customer is 
credited in the securities register with a corresponding quantity of 
shares of the same denomination, his specific (numbered) shares become 
mixed with and merged in the mass of similar shares held by the bank 
through its nominees. Especially in the case of shares transferred by 
the persons from whom the customer has purchased them, all trace of 
identity may be thus destroyed, for the transactions recorded in the 
securities register are too many and complicated to allow of tracing 
the identity of every particular transfer with a corresponding credit 
entry in the register. When the customer repays his loan, in whole or 
in part, and claims return or release of all or some of his shares, the 
requisite quantity of shares standing to his credit in the securities 
register is taken out of the mass and transferred to him; but the par- 
ticular shares thus transferred are not (unless by accident) the par- 
ticular shares (bearing the identical numbers) which he originally gave 
to the bank in security. The chances are that those particular shares 
have already been carried away by other customers who also had secured 
loan accounts against shares of the same denomination, and whose 
demands for release or return of their shares have been met by means 
of those particular shares. . 

The system offers special convenience in connection with Stock 
Exchange business, and the way in which it is used by brokers imer se, 
and by brokers in relation to their clients, results in the almost complete 
obliteration of traceable distinction between particular customers’ 
holdings as these are merged in the general mass. Stockbrokers usually 
have a secured loan account in their own names, for the accommodation 
of their clients, whose stocks and shares are employed as security therefor. 
This practice was under consideration in Nattonal Bank of Scotland v. 
Dickte’s Trs. (22 R. 740). The state of transactions, as between one 
broker and another, and the inability or unwillingness of their clients 
to furnish the cash necessary to carry those transactions to their full 
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conclusion, often make it convenient that a quantity of sliares standing 
to the credit of broker A should be transferred to the credit of broker B 
in the securities register. This is done by means of a “ delivery letter ” 
addressed to the bank. In such a case the mass of shares held by the 
bank’s nominees remains unchanged, while broker B gets the same 
financial facilities with respect to the quantity of shares mentioned in 
the “ delivery letter ” as broker A did, but it is quite impossible to say 
which particular shares in the mass have come to be held on account of 
broker B which were formerly held on account of broker A.. In like 
- Taanner—suppose that a broker’s purchasing client wants to hold a 
purchase of shares for a more or less considerable time, but is not in a 
position to furnish the cash to pay for them, then, if the state of the 
broker’s transactions, as these have passed through the Stock Exchange 
Clearing House, is such as to enable him to supply the shares purchased 
out of other (selling) clients’ shares already on his hands (and employed 
as security for the secured loan account in his own name), all he has to 
do is to address a “ delivery letter” to the bank instructing that a 
. quantity of shares out of those standing to his credit in the bank’s 
securities register, sufficient to implement the purchase, are to be held 
on account of the purchasing client. The latter is thus put in a position 
to open a secured loan account of his own. Again, however, it 1s im- 
possible to, say which particular shares in the mass have come to be held 
on account of the purchasing client. 


Working of the System 

The working of the system is rapid and simple; it avoids the delay 
and expense of repeated transfers and registrations; and it is much 
less open to risk of mistake and confusion than would be the case if each 
transaction were carried out with reference to numbered and registered 
shares. The striking feature of the system is that once the shares are 
transferred to the bank’s nominees they are treated as being identical 
with and undistingutishable from any other shares of the same denomina- 
tion which have been similarly transferred. By its own nature the 
system is inconsistent with the retention, or even the existence, of any 
right of spectfic property, on the part of customers who avail themselves 
of it, in the shares which form the security for their loan accounts. 
This brings the relation between the bank and such customers into 
marked contrast with that of-ordinary borrower and lender in a secured 
loan. An ordinary lender has no night to do anything with the subject of 
the security held by him except what is necessary to effectuate the security, 
and subject to that qualification must hold and return tt exactly as he got t. 
It will be observed, however, that, in the very numerous cases in which 
the customer’s right to the shares which form the security for his account 
is acquired by “ delivery letter,” the system is not necessarily inconsistent 
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with the principles applying to an ordinary secured loan. All the 
customer has, and all the bank gets in security in these cases, is a right 
to a certain quantity of shares in the mass; and in that state of matters 
when release and return is demanded by the customer he has, even under- 
the law applicable to an ordinary secured loan, no right to insist on being 
supplied with any particular numbered shares; for he gave no par- 
ticular numbered shares to the bank. He must therefore be content to 
accept any of those tendered to him out of the mass. Where, on the 
other hand, the customer has transferred, or has arranged with his 
broker that the persons selling to him should transfer, specific (num- 
bered) shares, the system necessarily implies (and rests on) the condition 
that the customer surrenders his right to such specific or numbered 
shares in exchange for a right to a corresponding quantity of shares of 
the same denomination out of the general and fluctuating mass in the 
hands of the bank’s nominees. 

The plaintiff in this case availed herself of the facilities afforded by 
the system described for many years in connection with Stock Exchange 
transactions of a more or less speculative character in the shares of 
J. & P. Coats. The shares which came to form security for her secured 
loan account did so in all the different ways above explained—largely 
by “ delivery letter.” But she now alleged that she was ignorant of the 
nature of the system, that neither the bank nor her brokers ever explained 
it to her, and that she thought her relations with the bank were those of © 
an ordinary borrower and lender in asecured loan. She therefore claimed 
that the bank must account to her for its intromissions with every specific 
share transferred to its nominees by her, or by persons from whom she 
purchased them, on her behalf. She also claimed an accounting in 
respect of the quantities of shares dealt with by “ delivery letter,” on 
the footing that it was the duty of the bank to set apart and earmark 
specific (numbered) shares against these letters. So far as the law of 
security goes, this appeared to be a hopeless claim. The bank had all 
along held and tendered to her the like quantity of shares as they got 
on her account. 


An Important Principle of Commercial Contracts 

As regards, however, the shares transferred by plaintiff in security, 
the true question was whether the knowledge brought home to the 
plaintiff of the course of dealing, which the system implies and follows, 
is or is not enough to establish that she agreed to participate in and to 
be bound by it. ‘It is not necessary,” said the Lord President, ‘‘ that 
she should have fully comprehended the effects of that course of dealing ; 
for it is a principle of evidence in relation to commercial contracts that 
they ‘cannot be-arranged by what people think in their inmost minds,’ 
but according to what they say and do in their transactions together 
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(see per Lord Dunedin in Muirhead v. Turnbull & Dickson, 1905, 7F at 
p. 694). If it is proved that the plaintiffs employment of the bank 
and her transaction on secured loan account were in themselves incon- 
sistent with the existence on the part of the bank of the duty which she 
says she thought they owed to her, viz., to hold specific shares against 
her account, she may be held to have agreed to all the terms and con- 
ditions of the system, even though she did not grasp their legal effect.” 

The Court were of opinion that knowledge and assent to a course 
of dealing was proved against the plaintiff and they dismissed her 
application. 


The Bank's Legal Position 


It should be noted, however, that the ground of decision was that 
plaintifi’s course of dealing barred her claim, otherwise the Bank would 
have been bound to retain specific shares. This was brought out by 
the Lord President in the following passage—" It is probably impossible 
to reduce the relations between a bank and a customer who avails himself 
of the complicated machinery of credit which a bank places at his disposal 
under any one chapter of legal rights and obligations. A bank is often 
said to be employed by its customers as their financial agent, and the 
characteristics of stability and integrity which are the indispensable 
conditions of their existence import, at some points in the field of agency 
covered by their functions, rights and powers which would be inadmissible 
at law in any ordinary agency. But I doubt whether, apart from proved 
custom of trade, or agreement, the fact that a customer employs his 
bank to provide him with financial accommodation on security could be 
held to cover an authority to convert the customer’s right to specific 
(numbered) shares, transferred as security for his account, into a right 
to a corresponding guanisty of shares out of a mass of shares of the same 
denomination, held for account of all its customers who employ it in the 
like manner. The evidence in the case does not amount to proof of 
custom of trade. 

An argument was presented for the bank to the effect that the partner- 
ship interest vouched by a share is, in fact and in law, identical with and 
indistinguishable from the partnership interest vouched by any share of 
the same denomination. But, notwithstanding the substantial identity 
of such shares, each individual numbered share represents a separate 
gus crediti, aad, if only for the purpose of tracing title, the person to whom 
a specific share belongs has a right and interest in it as such, distinct from 
the partnership interest which it vouches. However convenient and 
useful both to the bank and to its customers the system of secured loan 
account may be, it is not in the least:necessary to effectuate the security, 
which the bank holds for its indemnification; that the means of tracing 
the customer’s title should be obliterated. 
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Certification of I ransfers 


By A CHARTERED SHORETARY 


HE Certification of Transfers often presents points of difficulty to 

business men and sometimes proves a bewildering enigma. This 
article, based on many years practical experience, will, it is hoped, solve 
the business man’s difficulties and also be of some assistance to the 
Company Registrar in his onerous duties. 
' When registered securities (stocks, shares or debentures) are sold, 
the seller or his stockbroker delivers to the purchaser or the latter’s 
agent, a transfer accompanied by the share certificate and receives the 
‘purchase price in exchange. 

Certification is the “‘ act of certifying ” that the transfer is primd 
facte in order, although the relative share certificate is absent. {A 
“certified ’’ transfer is recognised as “ good delivery ” on the Stock 
Exchange.) This arises when the seller disposes of part of his holding, 
e.g. he holds a certificate for 200 shares and sells fifty only. In such 
event, the vendor (or his stockbroker) lodges the share certificate with 
the company with a request that the transfer may be certified. This 
act is performed by the secretary or registrar of the company who also 
delivers to the vendor a balance ticket for the shares remaining in his 
name. The vendor then presents the certified transfer to the buyer 
and receives the purchase price (consideration). 

Certification may also take place against a balance ticket or allotment 
letter when the share certificate is unissued. Occasionally, requests for 
certification against transfer tickets are received by a secretary, but this 
practice is not desirable, inasmuch as most articles of association give 
the directors power to refuse to register transfers and the second transfer 
would clearly be out of order if the directors in their discretion declined 
to accept the original transfer. 

Some diversity of practice regarding certification exists where a call 
has been made and is unpaid. The best opinion appears to be that- 
whilst certification should not be refused unless the due date for payment 
is passed, a note should be affixed to the transfer stating that it will 
not be accepted for registration until the call money has been paid. 


An Incident of the Rubber Boom : 


During the rubber boom some few years ago the writer had some 
interesting experiences arising out of this practice of certification. It 
must first be premised that the rubber boom excited world-wide interest, 
particularly in India, Ceylon, and the Middle East, where there are so 
many rubber plantations. The shares were largely dealt with in the 
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Mincing Lane Share Market as well as on the Stock Exchange. The 
Mincing Lane Market specially catered for East Indian merchants and 
their clients, both at home and abroad. 

On one occasion, a large number of transfers was presented for 
certification in blank, i.e. without the purchaser’s name or address. 
This was refused, and as the stock-broker persisted, enquiry was made 
as to the necessity of such procedure. It appeared that the stockbroker 
had received—by cable—a large number of buying orders from his agent 
in the East, but no details as to the identity of the purchasers were 
available, and the transfers had to be sent abroad in blank. Eventually, 
“ split ” certificates were issued to correspond with the transfers and the 
requisite fees paid. 

This was only one of several similar instances. The circumstances 
varied—sometimes transfers were presented for certification with names 
and addresses, but more often with names only, without address. In- 
variably delay occurred after certification before the transfers were 
presented for registration. In some instances nearly twelve months 
elapsed. The shares had been bought by investors who were travelling 
and the transfers followed them “ in their travels.” l 

The shares being partly paid, it was anticipated that difficulties 
would ensue when the next call was made. A month’s notice of the 
call was given and after the due date no further transfers were certified 
unless the call receipt was produced. A month’s grace was given to the 
shareholders after which they were notified that interest would be charged 
on overdue calls. 

Requests for split call letters to be made out in the name of trans- 
ferees were numerous, but this was declined. It was pointed out that 
the company could only recognise the registered holders to whom the 
company must look for payment. Many part payments of calls were 
received and eventually the certified transfers began to come in for 
registration only to be returned with a duplicate call letter requiring 
immediate payment plus interest. 


Stockbroker’s Unpleasant Experience 

One large shareholder—a Mincing Lane stockbroker—flatly declined 
to pay the calls. He stated that the shares were only temporarily 
registered in his name as a matter of convenience and he had now no 
further interest in them as the transfers had all been sent to his clients 
in the Middle East. It will be recognised that the stockbroker’s difficulty 
arose from the fact that he had parted:with the transfers and share 
certificates. If he paid the call money, would he be able to recover from 
the transferees ? 

The company’s reply indicated— 

(1) That he (the stockbroker) was the registered holder of the shares 
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and was responsible to the company for payment of the call lawfully 
made. 

(2) That he (the stockbroker) had agreed—as evidenced by his 
signature on the transfers by which he had acquired the shares—to 
accept and take the shares on the same conditions as his predecessor 
in title held them, and one of these conditions was the payment of calls 
as and when they became due. 

(3) That unless he was prepared to carry out his contract he should 
not have allowed the shares to be registered in his name. 

(4) That the company was developing the estate for the benefit of 
all the shareholders and it could not allow any shareholder to retard 
that work by reason of non-payment of calls. | 

(5) That unless the call money was paid by a certain date steps would 
be taken to forfeit the shares—a procedure which would place the stock- 
broker in a very difficult position when his transferees found that the 
shares they had purchased were non-existent. 

Negotiations ensued. Eventually the stockbroker paid the call 
money, plus interest, and the company issued duplicate call receipts 
to correspond with the outstanding transfers. A “stop” was placed 
on these transfers which, if presented without the relative call receipts, 
were referred to the stockbroker who was thus enabled to recover the 
money he had paid from the transferees. 

* * $ 


Legally, certification is not a guarantee that the transferrer’s title is 
good, and if a transfer is wrongly certified the company is not thereby 
estopped from setting up the true facts. As, however, a certified transfer 
is accepted as “ good delivery ” and it is a recognised custom for the 
purchaser to pay cash in exchange for such transfers, it behoves 
secretaries and others concerned in transfer registration to exercise the 
greatest possible care. 
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The Plain Truth about Currency 


By Dr. ELUS POWELL 
Late Editor of “The Financial News” 





In this outspoken article one of our ablest financial experts deals trenchantly 
with the greatest business problem of the day. He defines and clearly elucidates the 
two prime essentials of currency readjustment. 






P to the time of publication the latest development of the currency 
imbroglio was the refusal of the Government, conveyed through the 
Prime Minister, to re-open the question by appointing a fresh committee. 
Shortly stated, the point made by the Credits and Currency Committee 
of the Federation of British Industries was that the policy of currency 
deflation adopted in the Cunliffe report was “ calculated to prolong the 
trade depression.” The Government’s view, summarised with equal 
brevity, is that trade at the moment shows faint symptoms of recovery, 
and that consequently it would be inopportune to unsettle public opinion 
on currency questions once more. According to the Prime Minister, such 
a policy might “ perhaps raise undue expectations as to the results which 
might be obtained by artificial action.” As the public, at the moment, 
possesses no settled currency notions at all, it is rather difficult to see 
how its non-existent opinion could be “ unsettled ” by further intelligent 
analysis and criticism. 


Views of Leading Business Men 


As against this Government refusal the President of the Federation 
of British Industries (Sir W. Peter Rylands) has simply reiterated his 
own definite views. He declares that there can be no return to normal 
trading conditions till the currency question has been seriously dealt 
with both from a national and international point of view. Sir Peter 
Rylands is convinced that the latest proposals for granting foreign credits 
to insolvent countries are at the best only palliatives. In fact, in many 
cases they would only tend to plunge the supposed beneficiaries deeper 
into the quagmire of insolvency. That, of course, is quite true. What 
is wanted is not fresh borrowing, and larger obligations, but a real power 
to sell, with the simultaneous ability to buy. Insolvency is not cured by 
borrowing, but by the creation of new assets to solidify a vacuous balance 
sheet. 

sir Hugh Bell, writing for the National Association of Merchants and 
Manufacturers, is even more emphatic on these points. He declares that 
“ The Government’s revenue is falling behind the Government’s expendi- 
ture, credit is impaired, trade is bad, unemployment serious. the value 
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of the £ is at a heavy discount, and is in danger of further depreciation, 
while the situation of the country generally is occasioning grave anxiety. 
The Commission should seck the causes of the present deplorable situation 
and the essential remedies. Already great injury has been done to the 
national and international situation by proposals further to inflate the 
currency in order to maintain prices and to reduce the burden of the debt. 
The effect of such discussion has been the reverse of that desired. It has 
diminished confidence, further checked enterprise, and caused demand 
further to contract. What is needed at the present time, above all 
things, is the restoration of confidence by the application of sound 
remedies.” 


The Political Dificulty 


Both Sir Peter Rylands and Sir Hugh Bell voice the profound mis- 
givings shared by all the leading business men of the country about 
existing currency conditions and the present inexorable “ drift ” towards 
more pronounced confusion. If, so far, nothing very definite in the way 
of suggestion has eventuated, it must be borne in mind that the difficulty 
which confronts so many practical bankers and experienced financiers 
is their knowledge that everything they suggest will be weighed in the 
balance of political manoeuvring. That is to say, it will be considered 
not in the clear and dry light of potential national advantage, but as a 
factor to be exploited in the trumpery partisan warfare which we call 
“ politics.” When the system of Government credits was recently 
proposed as a means of reviving industry and diminishing unemployment 
the original idea was that it should be worked by means of a Government 
department Sir Edward Mountain, one of the most capable and exper- 
ienced financiers of the day, at once pointed out that such an intricate 
mechanism could only be properly handled by bankers who were familiar 
with every principle involved. They, and not a Government department, 
should be entrusted with the operation of the scheme. Sir Edward knew 
perfectly well what would be the normal course of events if such a Govern- 
ment department were established. The ex-private secretary of some 
Minister, or the incapable son-in-law of some powerful official, would 
have been appointed to the headship of the organisation. ‘The fact that 
he did not know the difference between a dollar and a franc, and that 
he had not even the haziest idea what “ credit ” meant, would have been 
no obstacle to some such flagrant “ job.” Unhappily, this sinister element 
runs through the whole fabric of modern economic expedient. Political 
humbug everywhere veils the real facts, and hampers the application 
- of effective remedies. Its existence constitutes the reason why none 
of the proposals so far made for dealing with the currency problem has 
done much more than touch its fringe.’ The men of real experience know 
that its solution is a far more delicate and difficult achievement as regards 
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the body politic than any of the amazing surgical operations which are 
performed upon the body physical. The difference is that in the latter 
` case nobody would dream of entrusting a dangerous abdominal operation 
to the hands of a man who had had no professional training whatever. 
But vital modifications of currency principle and method would be 
recklessly entrusted to officials ignorant of the most elementary prelim- 
inaries of monetary science. And even the best possible report of the 
best possible commission would be no safeguard against that. 


Action Vital to Existence 


Yet we must tackle the problem, or go down. Currency complications 
have been the cause of nearly the whole of the political and social troubles 
of this country for the last thirty years. Practically all the social unrest 
has arisen, directly or indirectly, from disputes between Labour and 
Capital. These disputes themselves are the almost inevitable conse- 
quence of our unscientific currency system. To begin with, gold was 
our standard of value up to the beginning of the war. But gold was 
itself continually fluctuating in relation to other commodities. Con- 
sequently it no more constituted a stable standard than an alleged 
5 lb. weight which at one moment weighed 50 oz. avoirdupois and the 
next moment turned the scale at 100 oz. As for the results of the 
attempt to work with this fluctuating standard, they are scattered all 
over the history of the last thirty years. A manufacturer agreed with 
his trade union for wages, which (say) were for the future to be {5 per 
week per man. For a time the men were satisfied. Then they began 
to hear from their wives that the weekly house-money would no longer 
purchase what it used to do. In technical language, the process of 
inflation was going on. In time it became impossible for the workman 
to maintain, on the £5 per week, the standard of life which once contented 
him. Unversed in economics, he could not understand the reason. 
He attributed the change to the selfish machinations of Capital, or to 
a monopolist conspiracy. Ultimately he went on strike for higher wages. 

Assume that he got them. What then? The very fact that they 
are being paid in his own and in other industries tends to the further 
inflation of the currency. Larger capitals are required, and bigger 
volumes of currency. The consequence is that in a relatively short time 
the new wage basis proves as delusive as the old, and another strike 
supervenes. Thus the relationship of Capital and Labour is kept in 
a° continual state of turmoil and ill-feeling. Suspicions of every kind 
are generated between the two parties whose agreement is essential to 
all industrial bargains. 

So far we have looked at inflation. But in recent months we have 
had equally bitter experience of deflation. Enormous gaps have been 
created in industrial balance sheets. In one famous case the chasm 
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tequired something like £1,000,000 to bridge it. Calculations and fore- 
casts are being falsified; dividends are being passed; bankers are 
becoming more and more tight-fisted ; wage reductions are being forced, 
and a multitude of other complications are arising as a result of the 
insidious process of deflation. In the circumstances it is small wonder 
that enterprise is discouraged and choked. Business men dare not 
embark large amounts of capital on productive activities when they 
realise the extreme probability that the shifting sands of currency will 
engulf the whole harvest of their enterprise, and perhaps not stop even 
at that point. 

The allied problem of the foreign exchanges arises from the same 
source. The currencies of many of the best of our potential customers 
have been inflated beyond all justification. There is a well-worn but 
apt story of currency conditions after the American Civil War, which 
may appropriately be cited. Shortly after General Lee’s surrender two 
Confederate soldiers were heard bargaining over a very ordinary looking 
horse. 

“Hell do for my farm, Jim,” said one. “TU give you $20,000 
for him.” 

“ No,” said the other. 

“ Give you $50,000.” 

“No.” 

“ Give you $100,000.” 

“Not much!” replied the owner. “I just paid $120,000 to have 
him shod.” 

H $120,000 had to be paid for shoeing a horse, what amount would 
have to be disbursed to pay for the material and plant of a new railway 
system, essential, let us say, to the recovery of a country devastated by 
the war? The answer could only be expressed in a string of figures 
extending the whole width of this page. And when the amount thus 
indicated has to be remitted to British engineers in payment for the 
plant and materials the exchange problem supervenes in an acute and 
probably insurmountable fashion. And so we reach the present state 
of affairs, when the pavement outside the shop-window is thronged with 
eager customers of the British Empire Stores. But their pockets are 
empty of anything save what are called “ shin-plasters,” and with these 
they cannot buy because no seller will accept them. 


+ 


The Meaning of Currency 


After all, what is currency ? Simply a system of transferable warrants 
representing the wealth of a country, and utilised in that form in facili- 
tating the exchange of the commodities of which such wealth consists. 
But in the case of a currency overwhelmingly inflated you have the same 
commodities used over and over and over again as the basis of the same 
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warrants. And then when we attempt the transformation of the inflated 
medium into acceptable remittances for despatch to countries of higher 
economic standing we find ourselves confronted with immense difficulty, 
if not with utter impossibility. Therefore a distinctly useful purpose 
will be served at the present moment by an attempted dissection of the 
question of such a character as will cut right down to the bone. If to 
this there is added some indication of the direction whence the solution 
of the problem must come, the reader will, at all events, be equipped 
for an intelligent study of what is being thought and said on this topic 
of transcendent contemporary interest. . 


Governments Policy of Reckless Extravagance 

The Cunliffe Committee in its interim report signed in August, 1918, 
took the view that the whole subject of currency should be again reviewed 
within ten years after the end of the war. The Committee did not 
attempt to forecast conditions. Its members knew that the general 
movement of world prices, in addition to the currency policies respect- 
= _ ively adopted by other countries, might vitally affect developments, and 
would certainly render accurate prognosis impossible. But they laid 
down one principle which time has justified up to the hilt. They said 
that “if a sound monetary position is to be re-established and the gold 
standard to be effectively maintained, it is in our judgment essential 
that Government borrowings should cease at the earliest possible moment 
after the war.” And as every business man knows to his cost, the 
Government (or rather the bureaucracy which hypnotises the Govern- 
ment) has not only refused to cease its borrowing policy, but has per- 
sisted in a policy of calculated and reckless extravagance, which has 
had the result of perpetuating and accentuating all the worst cvils of 
currency inflation. Not the least lamentable of its indirect consequences 
has been the present plethora of unemployment. A further issue of 
currency based on another mass of National Bonds would only accentuate 
the evil. Officialism would waste the proceeds, and we should be left 
to stagger forwards under this additional debt, with heavier taxes imposed 
to pay the interest thereupon. 


The Need for Stability and Stimulus 


Turning now to the question of remedy, there are two essentials, and 
only two. If the twain were embodied in an intelligent policy, framed 
and carried out under the guidance of the great financial, commercial and 
industrial leaders of the country, we should see an instant change for 
the better in the situation. These two clements are respectively Stability 
and Stimulus. Apparently the first has forced itself upon the mind of the 
Prime Minister himself, because the stabilisation of the currency was 
almost the keynote of his speech at Inverness on 4th October. But 
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stabilisation as regards our internal currency will never be effected as 
long as the Government plays fast and loose by flooding the country 
with new paper at its own sweet will. There is an inevitable action and 
reaction between the respective volumes of currency and commodities. 
If there is a superfluity of currency,-or, in other words, inflation, prices 
will go up and social turmoil will begin. If there is a stringency of cur- 
rency, then prices will fall, great gaps will appear in balance sheets, 
bankers will become acutely conservative, enterprise will be rendered 
impossible, and unemployment will become widespread. Is there any 
means by which the value of the {1 sterling, as calculated in commodities, 
can be kept at something approaching a stable level? In other words, 
would it be possible to devise a mechanism which would assure that the 
£1 sterling will in 1925 procure practically the same amount of food 
and clothes as could be obtained by spending it to-day ? 

Assuredly it should not pass the wit of our gigantic aggregate of 
financial acumen and experience to devise such a mechanism. One pro- 
posal, widely discussed, seems feasible and promising. It is that we 
should establish and maintain a relationship between the volume of the 
currency at a given time and the price of some commodity which is in 
such universal and yet comparatively equable demand as to make it 
a good standard. That commodity might well be wheat. Everybody 
is a wheat consumer, and in normal social conditions the consumption 
is fairly even. Appoint a commission consisting entirely of bankers and 
business men. Let them control the volume of the currency. If wheat 
tended to rise in price the advance would suggest a redundancy of cur- 
rency, and the volume thereof might be reduced. On the other hand, 
if the price of wheat fell it would be an indication of constriction and the 
remedy might be applied in the shape of a fresh issue. There would be 
other factors at work besides currency ; and obviously, within the limits 
of the present article, only the bare outlines of such a scheme can be 
presented. But surely, with all our wealth of statistical, practical and 
scientific information we ought to be able to create a sensitive mechanism 
which would give us something like Stability of commodity values, as 
expressed in currency, from year to year. From the moment when that 
was attained we should have social quietude. The virus of a fluctuating 
currency would cease to infect the body politic. As an instant result 
capital could afford to be bold and enterprising because it would no 
longer have to face the present ghastly dangers arising from the ebb and 
flow of currency perplexities. 


Incubus of Excessive Taxation 

The other essential element is Stimulus. This is practically destroyed _ 

under a system which takes in rates and taxes something like half the 

produce of all labour and enterprise. Above and beyond all direct 
148 








The Plain Truth about Currency 





currency complications is the terrible obstacle, right in the path of 
progress, created by man’s refusal to devote brain and effort to the 
earning of money when half of it will be confiscated by the tax and rate 
collectors. Make the income-tax 19s. in the £1, and who would work 
at all? Wel, we are half way towards that disastrous consummation, 
and all the best intellects of the race, which otherwise would have been 
bubbling over with new schemes of industrial and trade development, 
are gradually being crushed into silent and resentful sterility. Nor is 
that the worst. The pressure of taxation, hideous in itself, is exacerbated 
by the petty persecuting policy adopted (of deliberate purpose) by the 
Revenue authorities. They strive to inflict every possible annoyance 
upon the business man by pestering him with forms, regulations, demands, 
claims, inquiries, et hoc genus omne. Worst of all, every pound which is 
extracted from the pockets of the taxpayer by these inquisitorial and 
tyrannical methods is diverted from wholesome productive activity and 
goes to finance the waste, or support the luxury, of a parasitical and 
all-but-useless official class. Until this cancer is cut out, until the idle 
officials are reduced by thousands and tens of thousands, and until taxa- 
tion is readjusted so as to leave the citizen the greater part of the produce 
of his own labour, the second element of wholesome currency conditions, 
viz., Stimulus, will never be attained. How can it even survive, let 
alone flourish, when (as in a recent instance) a business profit of £5,000, 
spread over three years, brings a demand for £5,368 in income-tax and 
super-tax ? 


How to Right the Foreign Exchanges 


But what, it will be said, of the foreign exchange position ? Suppose 
that we stabilise our own currency, and suppose that we weed out the 
official class, and thus-restore the economic stimulus. How will that 
affect the question of the foreign exchanges? Well, the trouble with 
our potential customers, among so many countries suffering from depre- 
ciated currency, is their inability to buy the commodities which we 
have to sell. Apply the remedial Stimulus, in the shape of lower taxes, 
minimised parasitism, the freedom of industry from bureaucratic male- 
_volence. The consequence, immediate and inevitable, will be the 
raising of the whole national standard of life, and an instant enhanced 
demand for numbers óf commodities which can only be obtained 
from abroad. , Our effective demand for this merchandise will provide 
our potential customers with something to remit to us in exchange for 
the goods we have to sell, and that, of course, would be a prompt 
ameliorative factor in the whole foreign exchange position. It would 
create bills of exchange with commodities behind them, bills which, as 
bankers say, would pay themselves. Thus, in so far as bills of exchange 
would form a safe basis for currency, it would be supplied. 
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Ruritania cannot buy from us at present because she has nothing to 
send in return for what she wants. We, however, by applying the 
economic stimulus, can create-an urgent demand for Ruritania’s oranges, 
lemons, dried fruits, and other specialities which are essential to the 
higher standard of life arising from the removal of murderous taxation. 
That is to say, Ruritania’s exports can be increased in all directions, 
with the inevitable result of improving her exchange position. To that 
extent, at all events, the remedy is in our own hands. If we want foreign 
customers to buy from us we must stimulate their exports. To stimulate 
their exports we must encourage the activities of all the best business 
intellects in our midst by leaving them the greater part of the produce 
of their own labour instead of allowing it to be filched from them by an 
idle bureaucratic class which contributes nothing, and perhaps less than 
nothing, to the aggregate output of the nation. Artificial credits, as 
sir Peter Rylands says, are only a palliative. We want the generous 
robustness of real trade, not the transient exhilaration of fiscal drug- 
treatment. Stability and Stimulus will save the situation. But they 
must be promptly applied before the patient bleeds to death. 





Cardiff for Manufacturers 


i kes advantages of Cardiff as a centre for manufacturing enterprise are con- 
vincingly sct forth in an interesting brochure Which has been issued by the 
Development Committee of the City Council. In respect of all such supremely 
important factors as coal, transport, power, water, dock facilities, and rates, Cardiff 
compares very favourably with other great manufacturing towns, and business 
men in search of a first-class site for new works would do well to investigate its 
possibilities. In one particular it appears to possess an overwhelming advantage 
at the moment, for the Development Agent, Mr. E. W. D. Smith, makes the alluring 
statement that “the promoters of any sound industrial undertaking would find 
no difficulty in securing the necessary financial support in the immediate neigh- 
bourhood.”’ A capital incentive, indeed! There should be no lack of applicants 
for the booklet, which may be obtained, post free, by any reader of this Magazine,’ 
on application to the Development Agent, City Hall, Cardiff. 
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The writer of this series is an acute observer, with.unique opportunities of seeing what 
our trade competitors are doing. Don’t miss his very interesting articles. 





How to Capture the Foreign Market 


By WALTER O. Stem, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Lit. 


All things considered, the British postal system is probably the finest in the world. 
Nevertheless, it is noticeably deficient in certain special facilities provided by conti- 


nental systems, which would be greatly appreciated in this country, and would result 
in an enormous extension of postal business. ù 





5.—Foreign Correspondence and the Post Office Abroad. 


T great importance of paying proper attention to commercial 
correspondence cannot be overrated. Business letters are to the 
world of commerce what aeroplanes are to an army in the ficld—the eyes 
of the service. But they are more than this, for not only are they written 
to obtain information, but more often their purpose is to impart it as 
well. The information which every letter can convey is of a two-fold 
character. In the first place, there is the knowledge which the writer 
wishes to give the reader, the substance or contents of the letter, and 
secondly, there is the secret knowledge about himself which the writer 
either consciously or unconsciously imparts to the reader, and from which 
the reader is to supplement the information and complete in his own mind 
the picture he has already obtained from the contents of the letter. It 
is with this sub-conscious information—or ‘reading between the lines ” 
as we say for want of a proper word—that we are chiefly concerned at 
the moment. 

Last month I mentioned that exactitude and preciseness were two 
great qualities, attention to which would well repay the trouble spent. 
The same can be said in regard to correspondence. The continental 
merchant likes things to be stated as clearly and fully as possible. If 
there is to be any erring, it should be qn the side of verbosity rather than 
brevity. What we would consider to be a “ windy ”* letter is nothing 
else than an effort on the part of the writer to explain things exactly as 
they appear to him, and so to save the reader the trouble of having to 
fill in details from his own imagination. Our own point of view is to give 
the reader merely the necessary details and to flatter his intelligence 
by allowing him to assume the less important details. A British merchant 
who received a letter full of all kinds of more or less trivial instructions, 
which his own common-sense would tell him must be done in a certain 
way, would consider it an insult to his intelligence, but the majority- of 
continental merchants, even where they are already in possession of the 
necessary information, like to have the details repeated to them, so as to 
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be doubly sure that everything will be in order, and would consider an 
over-detailed letter to be in no way out-of-form. 


Beware of Extreme Brevity 


Brevity may be the soul of wit, but it is not what you say in life that 
matters but how you say it. A letter sent to a, customer in a neighbouring 
town starting “ Yours of the 10th to hand with contents duly noted,” 
would be taken at its face value. But the same letter sent abroad would 
be taken to mean (reading between the lines) that the writer was so pre- 
occupied with other matters that he had not even got the time to spare 
to send his customer a proper, courteous, business letter. Result: A 
dissatisfied and irritable customer. Everyone who has at any time done 
business with any of the Latin countries of Europe or South America 
is familiar with the elaborate peroration which marks the termination 
of their letters, whether these are written in our own language or theirs. 
The old mediaeval sense of chivalry which is so much in evidence in all 
Romance countries seems to have stamped its hall-mark on their business 
correspondence. The British exporter need not by this think that he 
must colour his business correspondence with the flowery eloquence ‘of 
Romantic chivalry in order to win customers abroad, but he would be 
well-advised' to take into consideration the nature and character of his 
continental customers, and frame the language and purpose of his letter 
accordingly. He should let his customer see in the plainest possible 
manner that he is at pains to understand his position and difficulties, 
and, to put the matter in a nutshell, play up to his weaknesses. 

The above remarks, of course, apply mainly to letters. The advent 
of dearer postage, however, has caused traders to have more recourse to 
post-cards than formerly. Thus the post card has now to take the place 
of the letter, and, as such, is gradually taking upon itself more and more 
the various forms of a letter. Instead of the abrupt commencement 
and finish which is usual when the post card is merely used as an auxiliary, 
we now find in many cases a complete concise “letter ” written on a 
post-card. It must here be remembered that though the letter rate from 
` England to the Continent has only been raised from 24d. to 3d., most 
of the other European countries have increased their letter rates by 
60 per cent, that is to say, from a unit corresponding to 24d. to a unit 
corresponding to 4d., which cannot but make a vast addition to the 
postage account of any firm engaged in extensive business abroad. This 
new scale of charges throughout Europe has been sanctioned by the 
International Postal Convention, which meets to secure uniformity in 
the: charges and administration of International Postage. Thus the 
Postmaster-General can, if he chooses, raise the cost of sending a letter 
abroad to a maximum of 4d. and that of a post-card to a maximum of 
24d. without further sanction. 
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Cheap Printing in Germany 

But although the external postal rates have been fixed in most 
Continental countries at a nominal equivalent of 4d. (e.g. 40 centimes in 
Switzerland, 20 cents in Holland, etc.) there are some notable exceptions 
in those countries whose currency is unduly depreciated. In Germany, 
for instance, the foreign postage on letters is at present 1 mark, 20 pfennig, 
while in France, where the gold franc is exactly equal to that of Switzer- 
land, the charge is 50 centimes instead of 40. But even this increased 
rate does not make the charges equal in all countries. 1 mark, 20 pf. 
is at the moment worth less than a penny, while 50 centimes is only worth 
about 2$d. By this it can be seen how easy it is for our former foes to 
undercut us even in such a comparatively small item as postal charges. 
Other continental countries, however, with a high currency, notably 
Holland and Switzerland, have not been slow to take advantage of this 
anomaly. For they have simply had their catalogues, price lists, or 
circulars printed in Germany, where both the labour and material are 
much cheaper than with them, and at the same time have had these 
circulars sent through the post to clients in their respective countries. 
The whole cost of printing and circularising these lists would probably 
amount to a fraction of what it would cost in postages alone in the “ dear ”’ 
countries. 


German Postal Rate-Cutting 

No doubt a number of British firms have not been behindhand in 
noting this anomaly, and unless our Postmaster-General wishes to lose 
a certain proportion of his revenue it would be wise for him to see that 
Germany is forced to raise her external postal charges at any rate to some 
such figure as will prove that the German Post Office is making ends meet, 
as at the present time it is faced with a loss of several milliards a year. 
This deficit is made up by the Government out of the proceeds of taxation, 
and the fact that no apparent effort is being made to combat this deficiency 
and to put the postal system on a sound paying basis, would rather 
give rise to the conjecture that the German Post Office is purposely keep- 
ing the rates on an uneconomic basis for the purpose of helping on the 
trade of the country by undercutting other nations. 

In a precisely similar manner the telephone and telegraphic charges 
are much cheaper in Germany than in the surrounding countries, that is, 
one could telephone or telegraph, say, from Munich to Berne at half the 
cost of a similar call or wire from Berne to Munich. In view of the great 
fluctuations in the rates of exchange the French Government has decided 
on the establishment of an index figure which will be changed periodically 
with the rise or fall in value of the franc abroad, and which when 
multiplied by the cost of a telegram will make the total cost in francs 
equivalent to a gold value. For example, if the cost of a word is 20 
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centimes and the rate of exchange.is.15 francs to the dollar instead of 
the normal 5, the index figure will be 3, and the total cost per word in 
paper currency will be 3 x 20 = 60 centimes. The system of urgent 
telegrams between this country and France was established some months 
ago, and thus we have the introduction between this country and the 
Continent of a system which has long been prevalent in every other 
country in Europe. Although the idea of being able to save even more 
time by making a telegram “ urgent ” may appear beneficial at first sight 
yet it also has its disadvantages. In the first place, the cost is treble 
that.of sending an ordinary telegram, secondly, the desire to send an 
important wire by the quickest available means often leads to a rush 
of urgent telegrams with its attendant confusion. This rush in turn 
causes delay, with the result that an urgent telegram frequently takes as 
long as or longer than an ordinary telegram—and this at treble the cost | 
In some countries abroad special wires are reserved for the despatch 
respectively of ordinary telegrams and trunk calls and urgent ones, and 
it thus frequently happens that while the urgent wires are choked full, 
the ordinary wires are comparatively free, and thus an ordinary telegram 
may arrive at its destination even before an urgent one handed in at the 
same time has been despatched over the wire. The same is sometimes 
true of trunk calls. It is wise to bear this fact in mind at any time of 
crisis, when the reader must know that the wires are bound to be crammed, 
especially the urgent ones, since human nature naturally makes most 
use of what it thinks to be the quickest way, and thus the exercise of a 
little judicious foresight and shrewdness may make a great deal of 
difference. " 


Use the Air: Post 


Since the Armistice a new way of carrying express mails has come 
into existence, namely, the Air Post. This method has now, wherever 
it is established, taken the place of the old express letter which travels 
by ordinary train with the other mails, but is delivered by special 
messenger from Head Office, frequently some time after the corresponding 
ordinary mail has been delivered by the postman! This Air Post had 
already made its appearance as a luxurious novelty before the war, but 
with the rapid development of flying during the war it has now come to 
be looked upon as the proper medium for the despatch of express mails. 
The Air Mail deserves far more support than it has so far received, and I 
would strongly recommend readers, where possible, to use this method 
of despatching their urgent correspondence in preference to the now 
old-fashioned *“ express letter,” which, as my own experience abroad 
proves, is often despatched by special messenger after the ordinary mail 
has been sent out for delivery. 

At the present time the Air Post extends between London and Paris, 
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Brussels, Amsterdam, and Hamburg. The cost is not much more than 
that of an ordinary letter, and the saving of time to the above-mentioned 
towns is at least twenty-four hours. No doubt it is the intention of the 
Postal Authorities to establish further flying routes if the public can be 
induced to give them the necessary support, and it is for the enterprising 
merchant to whom time really is money to help to do so. 


The Foreign Postal Cheque System 

Whatever “merits or demerits our own Post Office may have it must 
be confessed that the Post Offices of the continental countries arc more 
widely organised and that they extend the ramifications of their operations 
over a far wider sphere of activity than is the case with our own. Al- 
though we have for many years had a Post Office Savings Bank we have 
as yet no Post Office Bank with proper cheque books and postal cheque 
accounts. If I have a postal cheque account and wish to send a remit- 
tance to someone else who also holds an account, I can simply fill ina 
cheque and hand it in at any post office or send it by ordinary mail, and 
free of all charges the amount is transferred from my account to his. 
In cases where the payee has no postal cheque account, a small charge, 
equivalent to our poundage on Postal Orders, is made and the money 
is paid out by a special “ money-postman ” at the address of the payee. 
This “ money-postman ” is unknown in England. His duties are to go 
round from house to house in exactly the same way as the ordinary post- 
man and pay out sums of money on postal cheques and money orders. 

Money orders and postal orders abroad have several advantages over 
those at home. In the first place the poundage is proportionately smaller, 
and, moreover, the payee is saved the trouble of cashing the order as he 
has the money brought to his home. Then again, in the case of both 
order and cheque the sender is allowed to write a message in a space 
specially provided on the voucher section without extra charge. The 
payee keeps the voucher for future reference and returns the rest of 
the order duly receipted to the postman. Several accounts, too, can be 
paid through the post on one cheque. Al that is necessary is for the 
sender to write the names of the payees on the back of the cheque, and 
the money will be paid over in cash to those who have no account, while 
those possessing an account will simply be credited with the amount due. 
Most European countries allow foreigners to hold post-cheque accounts, 
but this fact seems to be little known in England, and in fact many people 
are puzzled when they receive a letter with a request to remit the amount 
due to Post-cheque account number so-and-so. In all cases where an 
account has been credited with an amount, the payee is always notified 
by the postal authorities to that effect, and if the sender should lose his . 
receipt for the amount paid he can always obtain proof of payment at 
‘any time usually up to five years, as all such transactions are officially 


recorded by the State. 
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Besides paying out money, the Continental Post Offices also collect 
money, and a merchant can, if he chooses, collect all his accounts in this 
way. Shops and business houses who send goods to be paid for on de- 
livery can collect the amount through the post. The parcel-postman 
simply receives the money which is placed to the credit of the post-cheque 
account or else remitted personally to the sender. All the municipalities, 
district, rural, and parish councils have their own post-cheque accounts, 
and even the Government departments each have one, so that one can 
simply sit down and write out one cheque to cover a year’s rent, rates, 
and taxes, both municipal and governmental. Ifa charity organisation 
wish to open an account to receive funds they have no need to go to a 
bank, they can open a post-cheque account at the nearest post office. 
Many people, too, have their newspapers sent to them regularly through 
the post, but where papers are delivered in this way they are usually not 
addressed, the postman merely being supplied with the quantity of each 
paper corresponding to the number of subscribers on his round. 


An Aid to Deflation 


One great advantage which this system of post-cheque accounts 
brings is that less currency is brought into circulation, and consequently 
the more use is made of the post-cheque system the quicker will be the 
process of deflation. It would be an interesting experiment to make the 
use of the post-cheque obligatory as far as possible throughout Europe, 
and to see if by this means something could be done to stop the specula- 
tion now so prevalent in the depreciated currencies. This measure alone 
and unaccompanied by others would not be sufficient to right the ex- 
changes, which are governed by the natural law of supply and demand, 
but at any rate it would put a stop to what has been the bane of Europe 
during the past two years—speculation in exchanges. But even apart 
from this factor it would seem as if the British Post Office might still 
learn a very great deal from its continental confrères, 


A Model Trade Catalogue 


WE have received from Messrs. R. B.. Hodgson & Co. (Sheffield), Limited, of 
the Sentinel Steel Works, Shefħeld, an interesting brochure dealing with 
“Pinnacle ’’ Crucible Tool Stecls. This publication is rather more than the 
ordinary trade catalogue. It shows how to select the particular quality of steel 
most adapted for various classes of work, so that the maximum production can be 
obtained with a minimum outlay. A very interesting section deals at some length 
with the treatment of tool steel, showing the temperatures necessary for obtaining 
the requisite tempers and the exact procedure to be followed in annealing and 
hardening. Some readers would perhaps be astonished to learn the accuracy 
with which the temperature of steel can be gauged by the various hues it passes 
through during cooling. A full list of the different temperatures corresponding 
to various hues is contained in Messrs. Hodgson’s catalogue. For example, steel 
at a temperature of 255° Cent. has a yellowish brown appearance, whilst at 245° 
Cent. the colour is golden yellow, and at 240° Cent. dark straw colour. 
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Not only the prospective Chairman, bul the Company Secretary will appreciaic the very 
_ useful hinis given by Mr. Crew on the proper care of the Minutes. 





The Chairman’s Art ` 
By ALBERT Orew, Barrister-ai- Law 


Author of “The Conduct and Procedure at Public 
and Company Meetings ” 


V —The Chairman and the Minutes 


Signing by the Chairman is Essential, Confirmation is 
not Essential 


HE practice and the law relating to minutes are usually not identical. 

It is common to suppose, because it is invariably done, that minutes 
must be confirmed by a meeting and then signed by the chairman to 
make them primd facte evidence of the proceedings. But s. 71 (2) of 
the Act of 1908 merely provides that any such minutes, i.e. of general 
meetings and meetings of directors, if purporting to be signed by the 
chairman of the meeting at which the proceedings were had, or by the 
chairman of the next succeding meeting, “shall be evidence of the 
proceedings.” In short, confirmation of the minutes by a meeting, 
though eminently desirable, is not essential, and if they are merely 
signed by the chairman they are primd facte evidence of the proceedings 


What is Meant by Confirmation of the Minutes 


The word “ confirm ” sometimes means merely verify ; it is commonly 
used in that sense at the meetings of public bodies who confirm the 
minutes of their last meeting, not meaning thereby that they give them 
force, but merely declare them “ accurate., Campbell, C.J.,in R. v. Mayor 
of York, 1 E. & B., at p. 594. Hence, a director does not make himself 
responsible for an act done at a meeting at which he was not present 
and which is complete without further confirmation, mercly by voting 
at a subsequent meeting for the confirmation of the minutes. Burton v. 
Bevan, 1908, 2 Ch. 240, following re Lands Allotment Co., 1894, 1 Ch. 616. 
And it is suggested that if the minutes are signed by “ the chairman of 
the next succeeding meeting ’’ who was not present at “ the meeting at 
which the proceedings were had,” he is not thereby made responsible 
for what was done at such previous meeting, provided the minutes were 
duly confirmed, by the meeting at which he signed them. 


The Usual Procedure as to Minutes 
It is customary for the minutes of a meeting to be read, or, where 
copies of minutes are circulated amongst the members before the meeting, 
taken as read at the next meeting, and for the then chairman (who may 
not have been present at the previous meeting) to ascertain from the 
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meeting whether they are a true and accurate report of what was done 
at the preceding meeting and to sign them if approved, or, as it is usually 
called, “ confirmed ”? (i.e. not adopted or ratified but verified) by the 
meeting. If the minutes are challenged as to their accuracy, and no 
other challenge is permissible, the minutes are altered as decided by the 
meeting, or, failing agreement, by a majority. The chairman then makes 
the necessary alterations in the minutes and initials such corrections. 
He then signs the minutes. It is usual now to have an amendment to 
the resolution recorded in the next minutes: “ That the minutes of . . 
were signed as correct,’ recording the alteration in the minutes noted 
in the succeeding minutes of the proceedings. There is thus a con- 
firmation of the alterations of the minutes previously initialled by 
the chairman. 

By this procedure, the responsibility for the accuracy of the minutes 
is rightly and properly borne by the meeting, but, of course, Section 71 
of the Act of 1908 only provides for the signature of the chairman, 
without confirmation or verification by a meeting. 

As the word “ confirm ” is open to misconstruction, it is better to 
avoid the resolution sometimes moved: “ That the minutes were 
confirmed and signed by the chairman.” 


The Hand that Drafts the Minutes, Rules the Board 


The chairman is not bound to sign the minutes after confirmation 
by a succeeding meeting, and can legally sign them as soon as they 
are drafted by the secretary, though it is eminently desirable, where 
possible, to wait until they are confirmed by a meeting. In practice, 
the secretary makes a full note of the proceedings and the chairman also 
briefly notes matters of consequence. The secretary drafts the minutes, 
which the chairman should read over, and in any matter of doubt the 
chairman’s decision is necessarily final, as in case of dispute the chairman 
can protect himself, whereas the secretary, being a “mere servant ” 
in law, is in a very invidious position, and the chairman’s signature, 
and therefore his responsibility, is vital ; whereas the secretary’s signature 
is superfluous, nay, useless. It has been said that the hand that drafts 
the minutes rules the board. But the chairman usually relies on the 
secretary of the company for the accuracy of the minutes, who should be, 
and commonly is, an impartial and intelligent note taker. At the same 
time, secretaries, especially when they are also directors, fike other less 
distinguished folk, have a bias now and then and consciously or uncon- 
sciously colour their minutes with their particular views, especially if 
the chairman is somewhat lax or easy going. Minutes are often not 
read and a careless meeting, or an indifferent chairman may result in 
minutes which, though substantially a record of the proceedings, yet 
may have that ambiguity, or redundance, or incompleteness, which in 
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course of time may obscure their real meaning. For this reason, amongst 
others, a director of a company should never, it is suggested, be the 
secretary of the same company—he cannot be master and servant at 
the same time. Just as directors or other officers of the company cannot, 
by s. 112 of the Act of 1908, be auditors of the same company, so they 
should not be eligible for the position of secretary—though, of course, 
there is nothing to prevent them from occupying that office if the articles 
expressly provide except the best interests of the company. 


Minutes are prima facie Evidence of the Proceedings 
of a Meeting 

In re Indian Zeodone Co., 1884, 26 Ch. D., at p. 77, Selborne, L.C., said: 
“ The minutes in the books are to be received not as conclusive but 
as prima facte evidence of resolutions and proceedings at general meetings ; 
and also it may be added, and I think correctly, that inasmuch as the 
chairman who presides at such meetings, and has to receive the poll 
and declare its result, has prima facte authority ‘to decide all emergent 
questions which necessarily require decision at the time, his decision of 
these questions will naturally govern and properly govern, the entry of 
the minute.in the books; and though in no sense conclusive, it throws 
the burden of proof upon the other side, who may say, contrary to the 
entry in the minute book, following the decision of the chairman, that 
the result of the poll was different from that there recorded.” 

Where the articles provide, as in Table A, Clause 56, respecting the 
entry of the chairman in the minutes as to whether a resolution was carried 
or not, that the signed minutes of the proceedings at a general meeting 
are conclusive evidence, the Court may not only take note of any apparent ' 
irregularity in the meeting itself, but: may also inquire into any matter 
dealt with at the meeting which does not appear in the minutes, i.e. may 
go behind the minutes. Betts & Co. v. Macnaghton, 1910, 1 Ch. 430. 

The importance of the accuracy and safekeeping of the minutes 
cannot be overestimated. They are usually the only evidence available 
of the proceedings of a meeting. Removal or mutilation of pages of a 
minute book necessarily gives rise to suspicion of bad faith, and as 
minutes are constantly referred to in legal proceedings they must be 
like Caesar’s wife, entirely without suspicion, otherwise they are useless, 


Minutes Must Never be Altered after being Signed by 
Chairman 


Minutes, once made and signed, should never afterwards be altered 
or corrected in any circumstances. 
In re Cawley, 1889, 42 Ch.D., at p. 226, Esher, M.R., said : “ Minutes 
of board meetings are kept in order that the shareholders of the company 
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may know exactly what their directors have been doing, why it was done, 
where it was done, and when it was done; and any shareholder, 
looking at these minutes as they now stand, would suppose the dates 
were agreed upon at the meeting and were then filled in, whereas, in 
truth, no dates were agreed on by the directors at all. The dates formed 
no part of the resolution and yet here is the entry made as if they formed 
part of the resolution then passed. I trust I shall never again see-or 
hear of the secretary of a company, whether under superior directions or 
otherwise, altering minutes of meetings, either by striking out anything 
or adding anything. The proper mode of fixing the dates would have 
been by resolution, and then entering that resolution on the minutes.” 

Minutes of board meetings are not usually open to the inspection of 
members, though minutes of meetings of shareholders may fairly be 
open to the inspection of members. But in any event they are always 
available as evidence in legal proceedings. 


Minutes are not Exclusive Evidence of what takes 
place at a Meeting 


Minutes are not the only evidence of the proceedings of a mceting 
and may be contradicted by other evidence. (Tothill’s Case, L. R. 1 Ch. 
App. 85.) “As they were directors, the minute is admissible against 
them; but none the less does other evidence appear admissible, though 
the existence of the minute is a circumstance, to be considered in 
judging of its weight.” Stirling, J., in re Pyle Works, No. 2, 1891, 
1 Ch. 184. An unrecorded resolution may be proved alutnde (i.e. from 
another place or person). Knights Case, L.R. 2 Ch. 321, followed in 
ve Fireproof Doors, 1916, 2 Ch. 142. 


Presumption Failing Minutes 


In re British Provident Assurance Soctety, 1 De G. J. & S., at p. 509, 
Westbury, L.C., said: “ It was the duty of the company to keep exact 
and accurate minutes of what took place at their general meetings, and 
that if those minutes are not forthcoming it must be assumed as against 
the company that whatever the directors ought to have brought forward 
at that general meeting, whatever then ought in conformity with the 
antecedent proceedings of the directors to have been submitted to the 
shareholders that was actually so submitted.” And KekeWich, J., in 
ve Liverpool Household Stores Association, 1890, 59 L.J. Ch., at p. 618, 
said: “ I hold that directors ought to place on record, either in formal 
minutes or otherwise, the purport and place of their deliberations and 
conclusions ; and if they do this insufficiently or inaccurately they 
cannot reasonably complain of inferences different from those which 
they allege-to be right.” 
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Cut down your traffic cosis! How to unulyse “ exceplional ”. railway rates in relation 
to the new “ slandard ” rates, and thus gain valuable concessions, is explained below: 





The Coming Railway Rates Revision 


By Gro. B. LissanpENn 
Author of “Industrial Traffic Management,” etc., ete. 


Wea we have all been enjoying this wonderful autumn, the 
Railways Bill—which has been so hotly debated for months past— 
has received Royal Assent and has become the Railways Act, 1921. A 
copy of this should be in the hands of everyone because it is undoubtedly 
one of the most important measures which has been put on the Statute 
Book for many a long day. 


A New Rates Tribunal to be Psrablished 


Thus, Section 20 provides for the establishment of a new court, 
styled the Railway Rates Tribunal, consisting of three permanent mem- 
bers who shall be whole-time officers, and the tribunal is to be a court 
of record with an official seal, which shall be judicially noticed. The 
functions of the tribunal include, among others, the determination of 
any questions that may be brought before them in regard to the 
following matters— 


(a) The alteration of the classification of merchandise, or the alteration of the 
classification of any article, or the classification of any article not at the time 
classified, or any question as to the class in which any article is classified. 

(6) The variation or cancellation of through rates. 

(c) The institution of new, and the continuance, modification, or cancellation 
of existing group rates. 

(d) The variation of any toll payable by a trader. 

* (e) The amount to be allowed for any terminal services not performed at a 
station, or for accommodation and services in connection with a private siding 
not provided or performed at that siding. 

(f) The reasonableness or otherwise of any charge made by a railway company 
for any services or accommodation for which no authorised charge is applicable. 

(£) The reasonableness or otherwise of any conditions as to packing of articles 
specially liable to damage in transit or liable to cause damage to other merchandise. 

(4) The articles and things that may be conveyed as passengers’ luggage. 

(t) The constitution of local joint committees and their functions and the 
centres at which they are to be established. 


For many years past the present writer has advocated in his lectures 
and writings the establishment of such a tribunal as this, with such 
power and Authority as that stated above, and Parliament is to be 
congratulated on its wisdom in creating this medium for the deter- 
mination of those differences between the traders and the carriers which 
are bound to arise. Hitherto—when the trader has had a grievance— 
the procedure has been to apply first of all to the Board of Trade for 
their efforts at conciliation, and then, when this has failed, to go before 
the Railway Commissioners for them to adjudicate in the matter. Now 
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this tiresome and costly business is to be done away with, and the trader 
is to have a quicker, better, and—it is hoped—a much cheaper way of 
settling his disputes. 


The Revised Classification 


Section 29 of the new Act provides as follows— 


(1) The classification of merchandise for the purposes of this Part of this Act 
shall, in the first instance, be that determined by the Committee appointed under 
Section twenty-one of the Ministry of Transport Act, 1919, and that Committee 
shall have power to settle such classification as if they had been empowered for 
that purpose by that Act, and, notwithstanding anything contained in that Act, 
shall continue in existence until they have settled such classification. 

(2) The classification shall be divided into such number of classes containing 
such descriptions of merchandise as the Committee think fit, and the Committee, 
in determining the class into which any particular merchandise shall be placed, 
shall, in addition to all other relevant circumstances, have regard to value, to the _ 
bulk in comparison to weight, to the risk of damage, to the cost of handling, and 
to the saving of cost which may result when merchandise is forwarded in large 
quantities. 

The revision of the classification has, of course, been going on now 
for practically twelve months, but the task is by no means completed— 
or even nearly so. It will be remembered that in December last the 
Railway Companies published their provisional proposals as to the new 
classification, and the traders were asked to consider these and to 
submit. any objections they wished to make to these proposals to the 
Advisory Committee. Hundreds of “ Objections’’ were sent in, and 
subsequently Traders’ Co-ordinating Committees were formed in London 
for the purpose of reconciling—or endeavouring to reconcile—the many 
and conflicting views held by the different traders. Then the Railway 
Companies were requested to consider the Traders’ objections, and see 
how far their applications for alterations and modifications in the 
“ Proposals ’’ could be met ; and it still remains for the Rates Advisory 
Committee to deal with the residuum—which, incidentally, will not be 
a small proportion of the whole. Therefore the completion of this 
revision is not likely to be accomplished till some distant date. 


New Standard Charges to be fixed 


Part 1 of the Act declares that all the leading Railway Companies 
shall be formed into convenient groups; then Sections 30, 31, and 32 
direct the different groups to ‘prepare new schedules of “ Standard ” 
charges. Thus— 


30.—(1) The constituent companies in each group shall jointly, or with the 
consent of the Rates Tribunal any one or more of such companies may, submit 
to the Rates Tribunal not later than the thirty-first day of December, 1922, or such 
later date as the Minister may allow a schedule of the standard charges proposed 
to be made by the amalgamated company into which they are to be formed, accord- 
ing to the classification fixed as aforesaid, and shall (except as hereinafter provided) 
show in that schedule the rates for the conveyance of merchandise, the amounts of 
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terminal charges, and the fares for the conveyance of passengers and their luggage, 
and every such schedule shall be published in such manner as the Rates Tribunal 
may direct. 

(2) The schedules so submitted shall be divided into the parts and be in the 
form mentioned in the Fourth Schedule to this Act or into such other parts or in 
such other similar form as the Rates Tribunal may prescribe. 

31. The Rates Tribunal shall consider the schedules of charges so submitted 
to them, and any objections thereto which may be lodged within the prescribed 
time and in the prescribed manner and, after hearing all parties interested and 
who are desirous of being heard, shall, in accordance with the provisions hereinafter 
contained, settle the schedules of charges and appoint a day (hereinafter called 
“ the appointed day ’’) when the same shall come into operation. 

32. On and from the appointed day the charges appearing in the schedule of 
charges as fixed by the Rates Tribunal for each amalgamated company (in this 
part of this Act referred to as “ the standard charges ”) shall be the charges which 
that company shall be entitled to make for all services rendered in respect of 
which charges are fixed, and no variation either upwards or downwards shall be 
made from such authorised charges unless by way of an exceptional rate or an 
exceptional fare continued, granted, or fixed under the provisions of this Part of 
this Act, or in respect of competitive traffic in accordance therewith. 


In the writer’s view, it is wise to have a limit fixed beyond which 
the railway companies cannot go, or endless difficulty and confusion is 
bound to arise; but it remains to be seen how the new “ Standard ” 
rates compare with the old—or present—-“ class ” rates. 

The mention of this brings us to the next point of interest. 


The Abolition of Exceptional Rates 


section 36 is one of the most important provisions in the whole 
Act, and decrees that— 


(1) On and from the appointed day all exceptional rates in operation immediately 
before the appointed day on the railway of any amalgamated company or any 
company to which a schedule of standard charges has been applied shall cease to 
operate, with the exception of such exceptional rates as— 

(a) are not less than five per cent’ bélow the standard rates which would 
otherwise on and from the appointed day become chargeable; and 
(b) had been continued by agreement in writing between the railway 
company and trader concerned, or, failing agreement, have been notified in 
writing to the secretary of the railway company by the trader with a request 
that they should be referred to the Rates Tribunal for determination by them, 
in which case the rates shall continue until determined by the Rates Tribunal, 
and the onus of proving that any such rates should be altered or discontinued 
shall be upon the railway company ; 
so nevertheless that no rate which has not been applied to the charging of mer- 
chandise actually forwarded within the two years preceding the first day of January, 
nineteen hundred and twenty-three, shall be continued unless the trader can 
prove to the satisfaction of the railway company or, failing agreement with the 
railway company, to the satisfaction of the Rates Tribunal— 
(i) that its non-application is solely due to abnormal conditions of trade ; or 
(ii) that a rate of equal amount to the same destination remains in operation 
at other stations or sidings in the same group of area: 

Provided that, if the trader and the railway company agree to continue any 
rate which will be more than forty per cent below the standard rate chargeable 
as aforsaid, the rate shall, before the appointed day, be referred to the Rates 
Tribunal, and, if so referred, shall continue until the tribunal have determined 
the matter. 
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(2) Any such agreement of determination may provide for the continuance of 
any exceptional rate at the same or any higher figure or charge, not being, in the 
case of an agreement between a railway company and a trader, less than five per 
cent nor more than forty per cent below the standard rate chargeable, and for 
a specified period of time. 

Now this Section is going to involve a tremendous amount of clerical 
work, for it means, of course, that every railway trader will have to 
analyse his “ exceptional ” railway rates to see how they stand in relation 
to the new “ Standard ” rates, directly these latter are published, and 
to apply to the railway company or companies with whom he does 
business for the continuance at least of all those which are over 5 per 
cent and not more than 40 per cent below the “‘ Standard ” rates. 

Some firms have hundreds of “ exceptional ” rates in operation for 
their traffic, and they will be well advised to prepare straight away for 
the task which is before them by getting out on forms, something like 
the accompanying specimen, particulars of all the exceptional rates 


COMPARISON OF OLD EXCEPTIONAL RATES WITH NEW STANDARD RATES 


From 





i cent of Old 

44 ceptional 1) , 

below the New | Remarks, 
Standard Rate. 


Oid New Oid 
- “Class” [“Standard’| “ Exceptional” 
ficatlon. Rate. Rate. Rate. 
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which they have noted, so that when the new “ Standard” rates are 
known, all that will be necessary will be to fill in the sixth column and 
then work out the percentage to be entered in the next column but 
one—i.e. the eighth column—after which, of course, an application will 
bave to be made to the railway company concerned to agree that the 
rates falling within the limit already mentioned be continued. If 
this is not done-—that is to say, if the available details are not got out 
without delay, so that the comparative statement can be completed 
directly the ‘‘Standard”’ rates are made known—it may possibly be 
found that the “ exceptional” rates have been cancelled before the 
traders’ application has gone in, and it will then be troublesome if not 
difficult to get them re-established. 


New Conditions of Carriage to be prepared 
Sections 42 and 43 provide as follows— 


42. Within six months from the passing of this Act, or within such further 
time as the Rates Tribunal may permit, their constituent companies in all the 
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groups shall jointly submit to, and publish in such manner as may be prescribed 
by, the Rates Tribunal— 

(a) the terms and conditions (hereinafter called ‘‘ company’s risk conditions’’) 
on and subject to which merchandise other than live stock, and live stock, 
will respectively be carried if carried at ordinary rates: 

(b) the terms and conditions (hereinafter called “ owner’s risk conditions ’’) 
on and subject to which merchandise other than live stock, and subject as 
hereinafter provided, live stock, will respectively be carried if carried at owner’s 
risk rates ; 

(c) the terms and conditions on and subject to which damageable goods 
not properly protected by packing will be carried. 

43—(1) The Rates Tribunal shall consider the terms and conditions so sub- 
mitted, or, if the companies fail to submit terms and conditions within the time 
so allowed, shall themselves prepare and publish provisional terms and conditions, 
and after hearing any representative body of traders who may desire to be heard, 
or any person who may obtain a certificate from the Board of Trade that he is, in 
the opinion of the Board of Trade, a proper person for the purpose, and any other 
party whom they consider entitled to be heard, shall settle, and when settled 
publish in the London and Edinburgh Gazettes the terms and conditions which 
they consider just and reasonable, and shall fix a date, not earlier than two months 
after such publication upon which those terms and conditions are to come into force. 

(2) When the terms and conditions so settled come into force they shall be 
the standard terms and conditions of carriage for all railway companies and shall 
be deemed to be reasonable. 


It is sincerely to be hoped that when the rates tribunal is ready to 
receive evidence on this matter the trading community will come forward 


and explain just how the present conditions operate unjustly towards’ 


them. It should not be a difficult matter to convince the tribunal that 
the traders have a good case here—in his previous articles in this journal 
the present writer has given many instances of how traders have been 
hard hit in the matter of their claims for loss or damage, to name only 
one item—and there are dozens of recorded cases of where firms have 
suffered great hardships through the Railway Companies interpreting 
their present conditions of conveyance very arbitrarily. 


Miscellaneous Matters 

Many other matters are either determined or set down for deter- 
mination under this new Act. Thus, Section 49 decrees that on and 
from the appointed day a railway company may collect and deliver by 
road any merchandise which is to be or has been carried by railway, and 
may make reasonable charges therefor in addition to the charges for 
carriage by railway, and shall publish in the rate book kept at the 
station, where it undertakes the services of collection and delivery, the 
charges in force for the collection and delivery of merchandise ordinarily 
collected and delivered. 

From this it is clear that the new rates will be “ station to station ” 
rates, and the old vexed question of the amount of rebate allowable 
will disappear. Henceforth the Railway Companies will be in com- 
petition with outside carriers in respect of outside cartage work, and 
the rate for such work will be known in advance. 
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Section 61 is of special importance to private siding owners, inasmuch 
as it sets out transitory provisions for the government of siding agree- 
ments until these are determined by the rates tribunal, and this Section 
should be very carefully studied by all those having siding connections 
with the railways. ) . 

Indeed, one could go on filling page after page of this magazine with 
comments upon this new Act, but, as stated at the beginning of this 
article, every railway trader should obtain a copy of it and peruse it 
Section by Section—especially Part 3—as it vitally affects all those 
who employ the railway companies as carriers of their merchandise. 





Shareholders’ Proxies 


Te custom of sending out to shareholders, as an accompaniment to 
the notice of a forthcoming general meeting, proxy forms for the 
purpose of being filled up and returned, is probably far less common than 
it formerly was, and the substantial increase in the rates of postage, coupled 
with the present high costs of administration, will doubtless result in the 
number of companies which adopt the practice being still further reduced. 

In the case of a company having a large number of shareholders, the 
cost of stamping and sending out these forms, and paying the return 
postage thereon in order to ensure their return as far as possible, is a 
considerable item, and one the soundness of which is very debatable. 
Indeed, when it is appreciated that in the majority of companies it is 
only in a relatively small percentage of cases where a request to execute 
and return a proxy is complied with by the shareholder, there is a good 
deal to be said for the plea which many shareholders have raised from 
time to time—that the whole thing is a waste of money, practically the 
only benefit in such cases being that which accrues to the Inland Revenue. 

Of course, where some vital question of policy is concerned, it is 
highly desirable that some definite expression of opinion should be 
obtained from those shareholders who do not attend the meetings of the 
company, but it would seem that if the practice of sending out proxies 
were confined to special and urgent occasions, instead of, as now, their 
_ being sent out on every possible occasion, and as a mere matter of course, 
the shareholders would probably attach much more importance to them, 
and the chances of their filling their intended rôle would be correspondingly 
greater. 
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An ingenious table, which will be of great assistance lo investors in British Government 
securtites, accompanies this article. 








How Interest on Government 
Securities is [axed 


By W. REGINALD Bray. 


Po and private persons who have invested in British Govern- 
ment Securities will find the table given overleaf of very great 
assistance with regard to the payment of Income Tax on interest received. 
In the table are shown 27 different classes of securities, when the first 
payment of interest was made, when future interest is due, and when 
tax is deducted before payment and when not—the last column showing 
whether persons not ordinarily resident in this country must pay tax 
on any of these stocks or not. 

There are a few notes which must be borne in mind when referring 
to the table, viz.— 

(a) Tax not deducted if interest does not exceed £5 per annum, or 
where Claims Branch instructs Bank otherwise. (See Nos. 1-21-23.) 

(b) Post Office supplies Claims Branch with list of cases in which 
tax was deducted. (See No. 6.) 

(c) For purpose of arriving at Total Income add three-sevenths to 
interest received. (See Nos. 8, 14, 16, 18, and 20.) 

(d) Except where held in form of Registered Coupon Bonds. (See 
No. 19.) 

These letters are put in, in italics, on the illustration and only apply 
to the securities as numbered. 

Anyone can, therefore, by reference to the table, see at a glance 
whether any income received from any:of the 27 investments mentioned 
is liable to taxation or not, and whether it has been taxed before receipt 
` or not, or is not liable to be assessed, as in the cases of interest received 
from securities Nos. 8, 14, 16, 18, 20, and 27. 

For the purposes of reference, Section 26 of the Income Tax Act, 1918, 
reads as follows— 

No exemption abatement or relief under this Act which depends wholly or 
partially on the total income, of an individual, from all sources shall be given 
to any person unless the person is resident in the United Kingdom: Provided 
that any person who is or has been employed in the service of the Crown or who 
is employed ia the service of any Missionary Society abroad or in the service of 
the native States under the protection of the British Crown, and any person resident 
in the Isle of Man or Channel Islands and any person who satisfies the Commissioners 
of Inland Revenue that he is so resident for the sake of health and any widow who 
is in receipt of a pension chargeable with tax and granted to her in consideration 
of the employment of her late husband in the service of the Crown, shall be entitled 
to any exemption, abatement or relief to which he or she would be entitled if 
resident in the United Kingdom, and if his or her total income from all sources 


were calculated as including any income in respect of which tax may not be 
chargeable, as well as the income in respect of which tax is chargeable. 
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nr cy ee 


2 | 24% and 237% Annuities . — Pe 





3 Local Loans 3% Stock . — ” n » 
4 | 22% &3% Guaranteed Stocks — mF | — 
5 | 34%, War Stock  .  . | 1/3/15 » fo 
6 | 4$% War Stock i . | 1/12/15 |1 June, Ps Tax not 
1 Dec, A deducted 
unless hold- 
ing over 
(b) 
7| 5% War Stock . .  . | 1/6/17 S s Tax not 
deducted 
8 | 4% War Stock (Tax com- 15/4/17 | 15 Apl. — — — 
- pounded) (c 15 Oct, 
Tax not Tax Yes 


9 | 5% Exchequer Bonds, 1920 | 1/6/16 | Ist June | Tax not — 
Ist Dec. | deducted 





deducted | deducted 








10 | 5 uer Bonds, 1921 | 5/10/16 |5 Apl, 60 2 y} R Yes 
T d off) 
11 | 6% Exchequer Bonds, 1920 18 Feb. i — = Yes 
16 Aug. 
12 | 5%, Exchequer Bonds, 1922 1 Apl 1 Oc ii — | , i Yes 


15 | 5% N.W.B.2nd Series 1923-5-8| 1/10/18 Tax not — Tax not Tax Yes 
deducted deducted | deducted | ° 
4%, N.W.B. 2nd Series 1928 | 1/10/18 [oe om = — | As No. 8 


T.C. Issued at Par (e) 

















17 & 1/3/19 | Ist Mar. Tax not — Tax not Tax Yes 
lst Sep. | deducted deducted | deducted 
18 | 4% N.W.B.3rd Series 1928 T.C, — 
Issued at 1014 = (ce) 
19 





T.C. Issued at 101} (c) 


ae ono AEA S 1960-00 | 1/11/19 eaa (a) T — Tax not Tax Yos 
Now. eed deducted | deducted 


22 | 4% Victory Bonds, Issued at 85| 1/3/20 | 1st Mar. | Do. inclod- — Yes 
Ist Sep. jing Int.no 
exceeding 
£5 p.a. 


1/8/20 | lst Feb. Tax (a) — i ® Yes 
lst Aug. | deducted 


1/11/20 | Ist May — No. 
Ist Nov. 


— Tax fs not dedu E Yes, after 
9/3/16 

Tax |is not dedu om Yes, after 
11/9/16 


Accu mulated =u not — not being rie garded as garded as Income. 
I 








56-15 Year T Bonds 


24 reagury 
(Minimum Rate 5%) 
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Another typical instalment of Dr. Powell’s discursive musings, ranging from grave to 
gay—jrom the mission of the Accountant to experiments in the Ari of Parody. 


Table Talk on Business Topics 


By Dr. Erus T. POWELL 
Formerly Edilor of the “ Financial News” 


if CANNOT help thinking that my distinguished and versatile friend, 
Sir Josiah Stamp, is a trifle hard on the profession of accountancy 
when he charges its members with having sole possession of adequate 
facts for the past fifty years, and with having produced therefrom no 
single generalisation of real scientific value as a contribution to economic 
science. This, he said, was mainly due to the fact that most accountants 
did not realise what to look for, and a concerted intelligent effort was 
necessary. After illustrating the various economic questions on which 
accountants could throw light, Sir. Josiah. declared that a systematic 
effort by a small band of workers in the profession would in ten years 
put the economics of industry on the basis of an exact science. No doubt 
it would, and now that the attention of the profession has been directed 
to obligation and potentialities, we may expect something to be done. 
To that extent Sir Josiah is right. He has applied the stimulus, and 
the results will doubtless follow. 


Not their Business 


But when he declares that accountancy has produced “ no single 
generalisation of real scientific value”’ is he not overlooking the fact 
that accountants have not been looking for scientific data of the type 
out of which scientific generalisations are made? The accountant has 
been concerned with the solvency and profits of the particular business 
whose books he was investigating, and whose balance sheet he had to 
audit. It had not occurred to him that business was an organic whole, 
whereof his particular client was but a single unit. As an American 
would say, generalisations were not his “ funeral.” Nor has he known 
enough of social psychology to be aware that the diagnosis of the health 
of the part might furnish facts and principles which would help in main- 
taining the health and prosperity of the whole. He was just under the 
spell of the old idea that every business was an end in itself—an end 
which might be legitimately pursued without regard to the interests of 
other businesses, or of society at large. That view is now largely obsolete. 
The whole business perspective is altering, and the accountant’s vista 
will alter with it. But he is no more to blame for the professional narrow- 
ness of his outlook than is the lawyer or the surveyor, neither of whom 
ever devotes very profound consideration to the social effects of a verdict 
or the social consequences of carving out an estate. But the social 
“ vision ” is coming, and Sir Josiah Stamp may be assured that when 
it comes the accountant will have his eyes as wide open as anybody else. 
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“Vision ” v. Cold Facts 


Even when the “ vision ” is there, the professional duty of the account- 
ant may occasionally have to cloud its vista. A great industrial organiser 
once called upon his bankers, asking to be financed in a pending large 
operation. They told him they would find him a million. 

“Oh,” said the client, “ ——’s Bank has more ‘ vision’ than you, 
for they would find me three times the money.” 

‘“No doubt,” was the suave reply, “ they have the wider ‘ vision,’ 
but our accountants have the better knowledge of the facts.” 

The client took the offered million, and swallowed his chagrin at 
the revelation of the acute circumspection of his bankers. 


‘‘ Generalisations’’ Ignored 

However (reverting from one of my inevitable excursions into anec- 
dotage), accountancy might well claim that even where its exponents 
have indulged in broad generalisations, mankind has frequently and 
ungratefully ignored them. Paciolo, in what is practically the earliest 
treatise on the principles of accountancy (published at Venice in 1494), 
lays it down that the trader must always begin business by calling on 
God’s name, and always think of Him whenever a new set of books is 
opened. This is a broad and pious generalisation, such as I feel sure 
Sir Josiah Stamp would approve. But though I have known thousands 
of the leading business men of my time, I could not positively say that 
any one of them practised the preliminaries for which Paciolo stipulates. 
If it had been suggested that they should do so, they might have sent 
for the nearest clergyman, but would never have attempted the task 
themselves. 


The Wife as Accountant 


Again, the year 1675 saw the publication of Stephen Monteage’s 
treatise, Debtor and Creditor made easte; or a short instruction for 
attaining the right use of accounts. Monteage gives us a most valuable 
“ generalisation.” He says— 

I have known many persons taken away by death that questionless had good 
estates ; being dead the widow and family are turned out of all and outwitted 
by the crafty surviving debtors and creditors. It is therefore a good course that 
they take in Holland where, if the husband is a merchant, the wife is the book-keeper. 

If Monteage were alive in 1921 he might well ask how many of the 
wives of to-day are competent to keep their husband’s bocks as a kind 
of resident accountant. If they did, might not the husband share the 
fate of the late Mr. Caudle, only that the “ curtain lectures,” instead of 
being on domestic differences, would be concerned with the state of the 
books? Anyhow, Monteage gave us the “ generalisation,’ but both 
husbands and wives ignore it. The office presence of the pretty typist 
is only an approximation to the practice of the principle. We get no 
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better encouragement from the modern treatise. Charles Waldo 
Haskins’s Business Education and Accountancy has long been a classic. 
Haskin; established the first school of accountancy in the world, and 
laid the foundations of what he called the “ Higher Accountancy.” 
But he has no word about the scientific mission of the profession when 
he eulogises the dignity and mission of the profession-— 

Aside from all personal interest in accountancy, I hold our common calling in 
the highest honour and admiration—-not only for its worthy record of achievements 
already past, but for the stupendous possibility within its grasp as one of the moral 
and educational forces of the modern world. .. . Educationally, as well as morally, 
the science of accountancy represents a power of which we are not as yet fully 
conscious. ... The well-being of the accountancy of to-morrow is, in very large 
measure, dependent upon the faithfulness and magnanimity of the mere handful 
[written in 1900] of accountants who compose our young profession of to-day. 
Oneness of method and of professional aspirations, enlarged and exalted views of 
the worth and dignity of our calling, and a steady, studious, and conscientious aim 
to discharge well our obligations to the business world, will ensure to us as a brother- 
hood that universal and permanent recognition and appreciation upon which 
hang- the hopes of higher accountancy.” 

Of course, Sir Josiah Stamp came into the business world from an 
important position at Somerset House—-and there, up to a point, the 
habit of ‘‘ generalisation ” prevails. Sometimes it is beneficent, as in 
the addition it makes to our statistical knowledge of joint stock finance : 
and sometimes it is quite the reverse, as in the instance of an Income-tax 
“ generalisation ” shaped as an “ assessment ”’ which is miles too big. 


How to. Borrow Money 
Thereby hangs another sign of my anecdotage. A New York account- 
ant was asked to visit a western township to certify the state of the city 
finances, by way of preliminary to the issue of certain municipal bonds. 
At the municipal banquet given in honour of the visitor the place was 
“boosted in no measured terms. When the accountant rose to respond 
he said that he thought he could recommend an expedient by means 
of which his hearers could get all the money they wanted. Every ear 
was strained to catch the coming revelation. Said the speaker— 


This is what you should do. Obtain a large pipe, run it over the 800 miles 
between here and Wall Street, and then if you can suck as hard as you can blow, 
all the money in New York will soon be in your city. 

Report has it that the candid speaker returned to New York without 
having receiyed the fee which the westerners had agreed to pay him. 


The Art of Parody 
Some little time ago we were chatting about the scarcity of good 
fiction with a plot drawn from the actualities of business life. Probably 
the reason is analogous to that which makes a good business sermon 
such ararity. That is to say, there is among both authors and clergymen 
a general ignorance of business affairs, which makes them shy of touching 
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those topics. Much the same might be said about good parodies of 
well-known poems, deflecting them into the delineation of the humorous 
aspect of business. I have met with only a fewin my time. One of the 
best was a parody of “ The Bridge,” transforming it into the lament 
of a gambler in Grand Trunk Ordinary Stock. Recently, of course, 
the whole City has been buzzing with discussion about Trunk affairs 
owing to the Canadian decision that this Grand Trunk Ordinary Stock 
has no value. There was a time, however, and it lasted for a couple 
of decades, when Giand Trunk Ordinary was the gambling counter of 
the market. Everybody who punted at all had Trunks open for the 
tise or the fall. The first question you asked in the morning in order to 
ascertain the disposition of the market was, “ What are Trunks?” 
When you knew the latest figure you had the “touch” of the Stock 
Exchange. 


A Clever Instance | | 

It was in those days that this parody—the best thing in its line that 
I have ever read—-was published in the Financial News. I fancy the 
author was my veteran friend Mr. H. J. Jennings, at one time Editor of 
the Birmingham Datly Mati, whose death was announced, as the result 
of an operation, only a fortnight ago. Here is the performance—the 
“ticker ” of course, being the “ tape” machine which records Stock 
Exchange prices— 

I stood by the Tape at mid-day, 
As the clock was striking the hour, 


And watched the price of Trunks, 
Which were always quoted lower. 


I saw the prices quoted, 
And thought them good to buy, 
But they ran me off in the evening, 
And I left them with a sigh. 


How often, oh! how often, 
In the days that have gone by, 
Have I opened Trunks in the morning, 
And seen them close quite high. 


How often, oh! how often, 

Wave I wished the Ticker would cease, 
That I might forever leave it, 

And go to my home in peace. 


For my heart was hot and restless, 
And my life was full of care, 

And the Trunks that I was bulling 
Were more than I could bear. 


But now they have fallen from me— 
For I was forced to close; 

And only sorrow is left me, 
And poverty—worst of foes | 
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Yet, whenever I stand at the Ticker, 
And think of bulls and bears, 

Like the odour of brimstone—but thicker-—— 
Come the thoughts of other years. 


And I think how many thousands 
Those Trunks have lost to me, 

Which might just as well have been taken 
And tossed in the raging sea. 


But for ever and for ever, 

As long as the Tape shall tick, 
As long as I’ve got a fiver, 

As long as I’ve got a kick, 


I shall open Trunks in the morning, 
And watch them through the day; 

And it’s only when I’ve nothing left 
That I shall cease the fray. 


“ What are Trunks ? ” has been the cry of a myriad voices in the 
past. And to-day the answer is that they are nothing—but the decision 
is going to the Privy Council on appeal. 


Prospectus Parody 
In my time I have seen some very clever parodies of the prospectuses 
of joint-stock companies. As a rule your City man is too busy to devote 
himself to this particular form of literary art. Now and then, however, 
when he turns his talents in that direction, the result is very amusing. 
One of the best things I ever saw was the prospectus of the Blunder Bus 
Company, which was said to have been formed with a capital of £1,000,000 
in 999,999 Ordinary Shares of {1 each and one Extraordinary Share, 
also of £1. Below are the names of the directors, together with the 
offices and a few extracts from the prospectus— 
Lorp Macapam, of Needy Hall, Picking Oakum. 
WINNING MANNERS, of Blarney, Ireland (Director of the Stationary Omnibus 
Syndicate). 
LE STRANGE STOREY, of Jamaica (late Managing Director of the Decent Burial 
Association). 
OFFICES AND SECRETARY: 
WILL Bunk, Fleet Street, E.C. 


PROSPECTIBUS. 


This Company has been formed to run a Blunder Bus. 

Short as is the time which has elapsed since the Troglodyte rode upon the 
mammoth, it"has been sufficient to thoroughly establish the fact that man must 
ride upon something. 

Amongst many failures the latest is the ordinary bus. 

The Blunder Bus is, however, quite different to the ordinary bus. 

Ten advantages of the Blunder Bus over every other bus— 

1, Absolutely without vibration. 
2. Entire absence of motion. 

3. In fact, no movement whatever. 
4. Consequently no noise. 
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. And no smell nor explosions possible. 

. No starting, and, tipso facto, no stopping. 
. Therefore no wear or tear. 

. No fitters, or chauffeurs. 

. No contracts for maintenance. 

10. No running costs whatever. 


Expert Opinion 
The report of the “ expert’ embodied in this admirable “ skit ” 
was as good as the rest of the performance. Here it is— 


GENTLEMEN, 

In accordance with your instructions I have casually glanced at the Blunder 
Bus, and provided you are all right (and I am all right), I have not the slightest 
hesitation in stating that everything is all right. 

Yours faithfully, 
(Signed) A. L. L. WRIGHT.. 

“ This,” added the document, “is the strongest testimony that could 
be adduced in support of the foregoing statements made in this prospect- 
ibus regarding the superiority of the Blunder Bus over every other bus.” 
Well, I have seen capital over-subscribed on the strength of a report 
not one whit superior to this precious production. But that was only 
when the investor had completely lost his head under the spell of a 
“ boom ” in new companies. 


A Million Shareholders ! 


Talking of companies, I notice that at a recent meeting of shareholders 
a lady protested against the exclusion of a certain gentleman from the 
gathering. The gentleman, it appears, was said to hold “ proxies 
representing 1,000,000 shareholders.” This must be our old friend the 
printer at his tricks again. I cannot believe that there is any company 
in existence with 1,000,000 shareholders or anything like it. If such a 
concern really did function one would be sorry for the secretary and 
directors whenever a dividend had to be paid. Think of the labour of 
preparing 1,000,000 dividend warrants and calculating the income-tax | 
In any case, however, this is academic speculation, for, as I said, I do not 
believe such a concern exists. When in the early days of the Lipton 
enterprise in its joint-stock form it became known that there were over 
70,000 shareholders the figures were thought prodigious, though 70,000 
is relatively a flea-bite in comparison with 1,000,000. 


On AN 


“ 








Do Income Taz Officials refund excess payments without awaiting claime? Or is 
` the instruction to this effect ignored? A reader wanis to know. 





Reviews 
Yarn and Cloth Contracts 


By Jonn TAYLOR, Solicitor Price 5s. (John Heywood, Ltd., Deansgate and 
Ridgefield, Manchester ; 20 and 22 St. Bride Street, F.0.4.) 


This work consists of a reprint of a valuable paper presented to the World’s 
Cotton Conference, June, 1921. The author discusses in a business-like way, 
as free as possible from legal jargon, the principal difficulties arising out of contracts 
for the sale of yarn and cloth. As solicitor to many organisations of employers 
in the cotton trade, he is admirably qualified by experience to give advice on the 
many knotty points which frequently lead to disputes, and may, unless amicably 
settled, entail costly litigation. The general principles common to both classes 
of contract are first explained in detail, and afterwards the features special to cach 
are separately discussed. The whole makes up a little book which should be 
carefully digested by cotton manufacturers and spinners. 


The Chart of Book-keeping 


By M. P. FurnnyHovuaes, Incorporated Accountant and Auditor. Price 2s. net. 
(Humphrey Milford, Oxford University Press, Amen Corner, F.C.) 


The Chart is an ingenious diagrammatic presentation of the facts of book- 
keeping, and shows at a glance how the double entry system operates. Necessary 
explanations of the principles, and practical hints on the methods, of account- 
keeping are summarised in the margin. The Chart, which measures 2 ft. 6 ins. 
by 1 ft. 9 ins., folds neatly into a small limp cloth cover, and will be a boon to those 
who desire a “short cut” to proficiency in the art of keeping books of account. 


Recollections of Sir Charles Macara, Bart. 
Oloth, 275 pp. Price 7s. 6d. net. (London: Cassell & Co., Tid.) 


The autobiographies of prominent statesmen, soldiers, and diplomats, written 
in the spacious days of retirement, are familiar enough, but it is rare for a volume 
of this kind to be written by a great man of business, while still in harness, controlling 
the policy of an important enterprise, and actively engaged in national propaganda. 
The fact that Sir Charles Macara has been able to do this betrays the restless energy 
and the indomitable will-power of the man. Few men have made a bigger mark 
upon their time than the author cf these “ Recollections.” The broad outlines 
of his public career are described elsewhere in this issue, and the sketch should 
serve to whet the reader’s appetite for the fuller details of his life and personal 
memories of many of the world’s great figures contained in this volume. 

Though he*was the outstanding figure in one big strike in the cotton trade, 
Sir Charles has justly earned fame as an industrial peacemaker—he abhors strikes, 
and the later history of the cotton trade is in itself the finest tribute to the success 
of his organising efforts on behalf of the peaceful settlement of disputes that could 
be desired. Not less abhorrent to him than strikes is Government interference in 
industrial matters, the folly of which he again and again exposes. The figure which 
emerges from these pages is that of the business man pur et simple, as distinct from 
the politician—one profoundly interested not only in the cotton trade, with which 
he was particularly associated, but in every movement tending to the common good. 
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Robèrtson’s Universal Method for Export and 
Import ‘Trade 


By JAMES RoBERTSON. Price, 2s. 6d. net. (Scott, Armstrong & Co., 79 
Coleman Street, E.0.2.) ‘ 


By the use of the tables prepared by Mr. Robertson all difficulties of exchange 


~ are overcome, by a single straightforward multiplication sum; foreign quotations 


thus become simplified, time and labour involved being reduced to an almost 
negligible quantity. The examples in the book under notice refer to the 
Dutch exchanges only, but are applicable to other countries than Holland. They 
show, in fact, how the method is universal for all exchanges, currencies and standards 
of weights and measures. Tables of factors for other countries of Europe and of 
North and South America are obtainable, while those for the East are in course 
of preparation. 

` The utility of Mr Robertson’s tables has been proved in practical work by many 
business men, and this new manual intended primarily for commercial schools, 
and as a reterence book for export and import merchants, can be recommended to 
readers interested in foreign trade. 





Correspondence 


To THE EDITOR or ‘“ BUSINESS ORGANISATION AND MANAGEMENT” 


“THE MOST HATED TAX” 


Sır, —In the current issue of your magazine an article headed ‘‘ The Most Hated 
Tax ” states that the Inspector of Taxes and their staffs either are not instructed 
or not disposed to put forward any points to enable claimants to obtain allowances 
to which they may be entitled. Some time ago I saw in the Press a very short 
note to the effect that an instruction had been given to Income Tax Officials that 
where it was known that taxpayers were paying too much, the excess was to be 
refunded without awaiting any claim. An Income Tax Offcial informs me that 
this instruction was received but that it is not carried out |! 

It would be interegting to know if you or any of your readers could give any 
information on this important point. 


Yours faithfully, 


82 Peart Street, H. BAKER. 
Queensgate, Burnley, 
5th October, 1921. ° 
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E XPERIENCE is a painful school, but it is teaching business men man 
-4 salutary lessons. One of the most important of these is that the ae 
can never afford to leave out of their calculations in future the probable _ 
effect of Government policy upon trade conditions. Modern international _ 
trade is so sensitive a mechanism that the results of a particular trend _ 
of policy become very speedily apparent. Departmental extravagance _ 
may do much to ruin a country, but infinitely more disastrous, becar 
< it operates on a much larger scale, is an extravagant, ill-considered pol 
_» Nevertheless, it is the relatively peddling wastefulness of the departs 
which is condemned with the greatest public approval, while p 
` gaspillage, besides which departmental waste is as a flea-bite; a 
with very little criticism. Men of all sides and every opinion 
themselves go about officialism and bureaucracy, perfectly co 
_ of a favourable audience—we have done it ourselves—but once int 
, | political issue by blunt criticism: of a policy, and the “black 
whites” immediately take sides, party feeling creeps | in to cl 
ue, and agreement upon the matter in dispute become 
is is perhaps an inevitable result of our party system of g 
which no doubt has compensating advantages, and the fact t 


er supposed to be in abeyance makes very little le difi ; 
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-trade of this country in practice. Mr. McKenna, chairman ofthe London. ~ 
-Joint City and Midland Bank, whose recent speeches in America have _ 










done much to clarify a difficult position to our creditor Allies, boldly — 
declared to the business men of Chicago that Germany’s reparations 
ayments and the repayments by the Allies of their war loans t Great o 
Britain might prove rather a curse than a blessing . Exactly how these. 
payments would operate to our own undoing was very clearly shown by 
Mr. McKenna in his noteworthy address to the Institute of Chartered 
Accountants last June. | 












It is not the payment of the German goods which constitutes an injury to our 
trade, but the German capacity to pay us. We force labour conditions on the 


* 


- German people which enable them in competition with us to produce goods of every 
- kind cheaper than we can. They must do this in order to pay their debt, and we 
insist upon the payment of the debt under threats of the occupation of territory 
and of a blockade. Thus we compel our trade rivals to live under conditions which 
enable them to undersell us in every foreign market. We shall receive, it is true, 
our share of the German indemnity which at its maximum would be about 
£80,000,000 a year, but the conditions which enable Germany to pay us this amount 
will enable her to imperil our export trade which, including invisible exports, is now 
well over £1,100,000,000 a year. 


x * x 


Prime Cause of the Present Unemployment . 
Every development which has since occurred in the situation has 
served to emphasise the truth of this utterance. The remarkable article 
which we publish in this issue discussing the probable effect of the Upper 
Silesian partition on British foreign trade presents a significant picture 
of what is actually going on in Germany to-day as an outcome of the | 
Allies’ Reparations policy. We see that the prime cause of the unpre- mee 
- eedented trade paralysis and unemployment in this country is not: the 
tremendous destruction of capital through the war, but the conditions 
down at Versailles and enforced under the Treaty by which Germany 
liged to flood the world with cheap goods in order to pay her colossal 
demnity. Imperial policy is at the bottom of it. “ We lose more in 
our country,” Mr. McKenna told the Chicago Business Club, “ by the 
existence of two million unemployed than we shall ever get in value from - 
German reparations over a period of thirty years.” And again: “As ee 
-fast as we endeavour to reduce our price to meet foreign demands more © i 
- marks are issued and sold abroad, and down goes the extèrnal value of =e 
the mark. The consequence is that the German undersells us and you. ` 
He pays reparations, but at what a cost!” Of what avail is it for our 
-employers to reduce prices, for our workmen to accept lower wages, for 
ur politicians to impose their ridiculous import duty of 334 per cer 
- nothing else? Their utmost exertions in these directions will not kı 
g a $ oe 














































ce with the depreciation of the mark, which continually defeats the 
‘the time of writing the mark is worth less than a farthing, and if th 
means the rapidly approaching economic collapse of Germany, as might- 
well appear, who would argue that such a catastrophe can have any bt 
the worst results for ourselves as a trading nation? Unless P 
workmen are content to see their standard of living brought d 
the bare subsistence level of the Germans, to lose for a generation the 
hard-won privileges of pre-war days, it is time for the great trade unions 
to bestir themselves to promote an agitation on the grand scale for the _ 
drastic revision of the Peace Treaty, with the object of bringing the 
Reparations payments within reasonable proportions, and of making them 
payable in such articles as coal, iron ore, timber, potash and sugar, which 
are all produced by Germany in great quantity, and which would not _ 
take the bread out of the mouths of their members. | 
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Dear Postage: A Concession 
The vigorous agitation which has been conducted in the Press against 

high postal rates, and particularly against the recent increases in regard 

~ to post cards, printed matter, and foreign postage, is evidently bearing 
fruit. As a result of economies which have 
been effected in the staff and in working 
“expenses, the Postmaster-General (Mr. F. G, 
Kellaway) has announced that when he 

_ brings in his estimates for next year he 
hopes to be able to get rid of the increased 
charges which he had been responsible for 
putting on. This is a welcome indication 
that these unpopular imposts are not to be 
long continued, but it is to be hoped that 

_ those business men whose protests have been 
thus far successful will not rest content 
< with this grudging concession, but will con- 
ue to agitate for their earlier removal. aa 
f Adolph Tuck has furnished convincing Photo Elliott 
proof of the serious damage that has already MR. F. G. KELLAWAY, M 
been done to the picture post card trade by 2 
_ these unproduetive exactions, and the longer they are continued t} 
-= more such injury will be intensified. Mr. Kellaway, who deserves cre 
-for wielding the economy axe so effectively at the Post Office, wo 
fer a boon upon the commercial community and would undoubtec 
p the revival of trade by frankly admitting the failure of the increas 
E rges as revenue producers, and by withdrawing them at the earlies 
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2 A Ridiculous preter 1 


- Another remarkable postal anomaly i is just n now causing + cotisiderable - 


-inconvenience to many important business firms, and seems to require 


Mr. Kellaway’s personal attention. The matter specifically affects the 


paper trade, and the October-November Notes for Buyers, a trade pub- _ 
c lication issued by Messrs. Spicer Brothers, Ltd., reproduces in full an 


_ interesting correspondence between this well-known firm of paper 
manufacturers and the General Post Office on the point in dispute. We 
understand that prior to 1918, and until a month or so ago, orders, 


inquiries, or quotations for paper, accompanied by a sample, passed 


through the post at the printed letter rate, or its previous equivalent. 
Then someone at the General Post Office discovered from the regulations 
that the schedule of documents permitted did not specifically include a 
pattern accompanying an order, and since that time Spicer Brothers and 
other firms receiving such orders under the printed letter rate are being 
mulcted of 2d. surcharge for every such communication discovered by 
the authorities. How fine a distinction 1s being drawn by the authorities 
is shown by the fact that, according to the correspondence, a firm would 
be allowed to send at printed letter rate an order for, say, 20,000 en- 
velopes, accompanied by a printed page from a factory catalogue showing 
the quality required, but if the order were for ten reams of paper of the 
quality on which the catalogue was printed, and the customer then sent 
a page of the catalogue to show the paper he required, it would be con- 
- sidered a letter, and if letter rate had not been paid on the communication 
a surcharge of 2d. would be enforced before the order would be handed 
over. Messrs. Spicer Brothers suggested to the Post Office that the 
non-inclusion of patterns in the schedule was probably an inadvertence 





which could be easily rectified by the addition of the words “ patterns. 







accompanying and relating to an order, inquiry or quotation,” but the 
orities refused to make any exception from the strict letter of the 
tions on. the ground that this would give an unfair advantage to 
paper-makers over other traders. Inasmuch as the sending of samples 
with orders is as customary in the drapery, leather, and other trades as 
in the paper trade, the nature of this official evasion is apparent. _ 

No wonder that Mr. Austin Hopkinson, M.P., declares that “ industry 
in this country is becoming wildly exciting . . . directors of industry 
have no means of knowing whether it will be destroyed entirely before 
the Government has learned elementary economics.” He ought to be 


in the paper trade. 





* x x 


| The Railway Rates Tribunal 








Sir Francis Gore-Browne, K.C., has been appointed to be pre aid ae 


and Mr. G. €, Locket and Mr. W. A. Jepson to be permanent memb a 
180 ae 












= of the new Railway Rates Tribunal constituted by the: “Railwayé Act, - 
`- 1921. Sir Francis Gore-Browne has been chairman of the Rates Advisory b 
- Committee since its institution in 1919 under the Ministry of Transport. 
Mr. Jepson has been associated during the whole of his business cares 
with the London and North-Western Railway, and represented transp 
tion interests on the Rates Advisory Committee. Mr. Locket is ch 
man of Gardner, Locket, and Hinton, coal factors and shipowne: SS 
chairman of the Association of Private Owners of Railway Rolling Stock, 
and has done valuable work on behalf of traders in connection with’ the: 
recent ey rates inquiry. 

> x $ 


Silver Jubilee of the Motor Industry 


Few business men realise that hardly more than a quarter of a century 
has elapsed since the birth of the British motor-car industry, and 
none of those who recall its primitive beginnings, can have imagined 
what a giant industry it would become, 
and what a revolution it was destined to 
cause in our established methods of loco- 

_-motion, and in our everyday lives. And 
who, looking back over the amazing 
_ developments of the past twenty-five years, 
would care to prophesy what may be the 
achievement of the next? Shall we live 
to see the railways definitely out of date, 
‘the country intersected by great arterial 
roads, restricted to the use of motor traffic, 
with Goliath-like vehicles for the transport 
of goods, and super-chars-d-bancs for the 
conveyance of passengers, while the humble 
pedestrian and the vanishing horse are : 
relegated to alternative highways where Photo Eliott & Pry 
> life will no longer be the perilous adventure i a TAO E 
it has become on the streets to-day ? It is R 
very possible. Less astonishing changes have occurred before, and others 
ee are even now in progress. | 

Reflections such as these must surely have occurred to the members 2 
of the Society of Motor Manufacturers and Traders at their annual 

<o dinner last month, while they were listening to the remarkably interesting 
Mae speech in which Sir William Joynson Hicks, Bart., M.P.—described by” 
- the Chairman as the best friend the industry ever. had-—-proposed the 
= toast of “The Motor Industry.” He recalled that it was twenty-five _ 
years ago since the first motor show had been held at the Imperial 
Institute. A Daimler car for the first time took part in the Lord Mayor's 
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0" ‘and the: passengers were warned that, 
et out and shove.” Twenty-five years ago he first British factory 
d been established at Coventry by the Daimler Co. Ten years later, 
n 1906, there were 32,000 private cars in the United Kingdom. In — 
911 there were 75,000 cars and 49,000 motor cycles. In August last - 
here were 242,000 cars and 870,000 motor cycles in this country—one | 5 
_ to every forty-nine inhabitants. In America, he added, there was one. 
to every eleven of the population. It was an example for the motor 
‘industry to aim at, and he saw no reason why we should not have as 
_.. Many cars per head the population as they had in America. 

* k 





A New British ‘dacs 


The opening of the Kelham beet sugar factory at Newark last month 
marks a development of very great importance in England’s basic 
industry—Agriculture—and one which may well bring it a great measure 
of renewed prosperity. As a people we eat more sugar per head of the 

population than any other nation; nevertheless, with the exception of 
_ Norway, we are the only country that does not grow and manufacture it. 
We used to pay Germany not less than £7,000,000 a year before the war 
-on account of imported beet sugar, and why we should not grow it our- 
_ selves, when our soil is specially suited for its production, passes compre- 
hension. Thanks to the joint enterprise of the Government, the Sugar 
_ Beet Growers’ Society, and Home-Grown Sugar, Ltd., a determined 
attempt is being made to establish beet sugar production as a permanent 
_ British industry. The Kelham factory is the first of five which it is 
- intended to build, and it would require 400 such factories in order to make 
country as self-supporting in sugar as it is, say, in milk and potatoes. 
ill afford a good idea of the possible magnitude of the new industry. 
- The capacity of the factory is 60,000 tons of beet, or 600 tons per day 
- of 24 hours for 100 days. The production would be 8,000 tons of sugar; 
-8,000 tons of beet pulp ; 1,800 tons of molasses, and a large quantity 
of lime waste, which is a valuable manure. Farmers are paid {4 a ton 
-for beet at present, and it depends upon them entirely whether the factory 
an be run at capacity or not. An average of 16 per cent of sugar content 
“has been obtained with Kelham beets ; some roots have given 20 per cent, 
-and these exceptionally good results prove that English soil is spepialy ae 
: suitable for beet culture. ` 


= a A is a certain analy of directness about the mind of Lord. wee Fe 
of Eastwood, the famous Glasgow engineer, which invests his pub } 
erances with peculiar interest. He sees clearly, and he sp 
mind. V fe know where he stands, and if it is not possible alw: 
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ae. and a aa amount of hone fade Sie re we % 
not getting it. As he pointed out to the British Engineers’ Soci 
in October, Belgium took the recent order for Chinese locomotive 
rolling stock, and under to-day’s conditions in this country he fail 
see why Belgium should not get the next Chinese order. We ourselves _ 
bought £19,000,000 worth of iron and steel from abroad during the et 
nine months; in fact, during September last we bought more iron and — 
steel from abroad than we have ever done in any previous month. 


* * aa 


-How to Cut Wage Costs without Cutting Wages 


These are very disquieting facts, particularly when viewed in associa- 
tion with the prevailing unemployment, and Lord Weir attributed them oe 
in great measure to the inflated wage costs es 
caused by unjustifiable working conditions 

_... which have grown up during the past few 
=- -years as a result of trade union pressure. 
-= All of them had definitely increased costs, 
__ while he had failed to find a solitary example 
of trade union action or suggestion to secure 
any decrease in costs. Very few people yet 
fully realised the true incidence of the 
_ shorter working week on costs and prices ; 
he estimated the increase in the cost of 
British products last year due to this cause 
at £200,000,000. To reduce costs in a nor- 
mal year by this amount without affecting Sener Bees 
weekly earnings would be the most direct Photo Russell, London Ae 
and immediately effective help which could ene ee care 
be given to many of our industries. Other 
working conditions which, taken together, constitute substantial i 
n increasing cost included the obstruction to sy stems of remuner 
by result, the rules and regulations affecting overtime and night shift wor 
ing, and the inelastic policy regarding freedom of employment an 
-marcation. ,Their abolition would involve no loss of earnings, andi 
with increased hours would effect a substantial reduction in the cost. 


. S British working hour without affecting the contents of the worker’ 5 pay r 
as * * * we 























Lord Weir Suggests a Conference : Dp 
: a e Lord Weir regretted that. reductions in wage rat € : 

osen é as the first step towards cost reduction. “He was anxious in res 
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a to further wage-cutting. ‘Tt deere purchasing power, and should 


tion. If the abolition of restrictive conditions were discussed with the 

trade unions in a spirit of frankness, and an agreement was reached, he 

urged that further wage reductions should be viewed in association with 
the cost of living. 





~ regarded as the one step in deflation which required the gravest considera- - 


This suggestion of a conference between representative employers oa 





and responsible trade union leaders to explore the question whether some i 





revision of the working conditions of industry is not necessary in view 
_. of the present trade situation, is a valuable one which should be carefully 
= considered. Lord Weir is activ ely opposed to certain phases of trade 
union activity, but this fact should not be allowed to discount the value 
of his proposal. Other leading employers, many of whom are known to 
_ be supporters of trade unionism, are equally convinced that with goodwill 
and confidence on both sides industry could work out its own salvation 
without any aid from the Government. The circumstances are so 
exceptional that both sides must be prepared to make sacrifices, and if 
the restrictive conditions imposed under other circumstances by trade 
unions are really making it impossible for British firms to compete in 
international trade at the present moment, as is freely alleged, the facts 
could be threshed out at such a conference, with the probability that the 
-desired modifications would be obtained by agreement. 
* a * 


Checkmate for Commercial Spies 

Company meetings would be a good deal more interesting: and in- 
structive if the average chairman were as engagingly frank in his remarks 
as Mr. Andrew Binnie, the well-known accountant, who presides over 
the destinies of Erinoid, Ltd. In common with other public companies; 
Erinoid, Ltd., which manufacture many useful products from milk, 
has been hit by the trade slump, and have had to provide in their accounts 
for a big drop in the value of finished stocks and raw material. Ample 
reserves built up in prosperous years enable them to face the situation 
with confidence, however, and Mr. Binnie, in explaining the steps that 
had been taken, was able to assure the shareholders at the recent annual 
meeting that the tide had definitely turned and that trade was again 
on the up grade. Answering a shareholder’s criticism, he said that in 
lumping together stock and book debts in the accounts their object | 
was not to give too much information to possible rivals or to customers: 
_ as to the stocks they held. This was precisely the information keen 
__ business people would like to get hold of. Moreover, he declared bluntly, 
— the directors were aware that there are some small shareholders who are- 
_. only on the register to get information. “ A former shareholder was the 
London agent of a German rival, and there are others who are only here’ 
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on a watching brief for other interests.” This is a form of commercial © Re 
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spying which is perfectly well known to exist, but is not often quite so 


openly referred to. 
* * * 


A Lesson in Tariffs 


Another outspoken passage in Mr. Binnie’s speech referred to the com- 
pany’s relations with France. Although the bulk of their raw material 
was purchased in France, the French Government had recently increased 
the tariff on Erinoid five and a half times. That, he asserted, was not a 
tariff to raise revenue, but a prohibitive tariff designed to prevent imports. 
Other countries would meet a similar attack on their industries by retalia- 
tion—for example, by a prohibitive tariff on French fancy goods—and 
compel fair trade. “ We in this country are taught to console ourselves 
by the supposed corresponding increase in invisible exports, and the most 
we can hope for by way of retaliation is a polite letter of protest. We 
have therefore to seek other means of regaining this trade, and we have 
been negotiating with a view to setting up a French company... . The 
setting up of a French company would enable us to transfer to France 
plant and machinery which might otherwise have to be idle, and also 
enable us to realise its value. Incidentally, this shows how tariffs may 
be used to divert employment from one country to another. Different 
countries have different panaceas. The remedy in England is to increase 


taxation.” 
* x * 


The Rights of Advertisers 

The Federation of British Industries is seeking the views of its mem- 
bers regarding a Form of Agreement which is in course of negotiation 
between the Association of British Advertising Agents (Inc.) and certain 
publishers who control a number of the large London daily and weekly 
newspapers. The Federation urges its members to give careful considera- 
tion to the terms of this agreement, which appear to affect the interests 
of advertisers to a serious extent. The full text of the agreement is 
reproduced in the Federation’s Bulletin dated the 8th November. Appar- 
ently, according to the terms there published, commission on advertise- 
ments is to be allowed in future, with certain specified exceptions, only 
to such persons, firms, or companies as are on the specified list of Adver- 
tising Agents, subsequently described as ‘‘ Recognised Agents.” The 
Associated Agents who are parties to the agreement constitute the first 
list of Recognised Agents. 

It may be noted that one of the proposed clauses which will operate 
in determining eligibility to become a Recognised Agent is to the effect 
that one of the main considerations shall be whether the proposed new 
member is coming into business for the purpose of increasing and develop- 
ing advertising rather than for the purpose of merely taking already 
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existing business from Recognised Agents. This would appear to put 
serious difficulties in the way of new blood entering the profession of 
advertising. 

The Federation points out that the agreement would give the group 
of publishers and agents who are parties to it the power gradually to 
cuttail the present rights of advertisers who through their own specially 
created advertising departments negotiate all publicity matters direct 
with the publications they use as their media ; and would also tend to 
perpetuate the very undesirable form of payment of advertising agents 
on a commission basis, irrespective of the quality or the quantity of 


work performed. 
* * * 


Government Barriers to Trade 
“ The exclusion of German bankers, merchants, and men of business 
from this country is harming England greatly,” declares Mr. C. Birch 
Crisp, an eminent international financier, who is the founder and chairman 
of the British Bank of Foreign Trade. In 
a striking letter published by the Chronicle, 
Mr. Crisp urges that England cannot sur- 
vive unless world trade recover; and there 
can be no recovery until Europe is at peace 
in the full sense of the word. By passing 
the Reparations Act, and the Safeguarding of 
Industries Bill, he says, the British Govern- 
ment has erected barriers detrimental to 
British import and export trade. ‘As 
chairman of the British Bank for Foreign 
peers. Trade, Ltd., I can testify to the loss inflicted 
Euiotté Fry upon English merchants and bankers by the 
AR. C. BIRCH CRISP ` first-named measure. Goods which were 
exempt under the provisions of the Act could 
not be cleared for many months, because the Customs House officials 
were “snowed under” by the mass of applications for clearance cer- 
tificates.”” Until England and Germany co-operate whole-heartedly 
about the reconstruction of Russia, and the removal of the barriers 
which have been set up in Poland and the Balkan States to the free 
exchange of commodities and the free intercourse of all ¢ountries, Mr. 
Birch Crisp does not believe there will be any European peace in the full 
sense, and he strongly advocates the application to the solution of inter- 
national trade difficulties of a policy of conciliation and of the Cobden 
principle, i.e. that after war all retributive measures should be abandoned, 
and that citizens of all nations should be free to co-operate for the 
advancement of trade. 





Photo 
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“ He is the man who ‘ thinks it out? He believes in overhauling his ideas and 
making them more productive.... It is the characteristic of all great men of affaire.” 





Master Minds of Industry 


12. LORD ASHFIELD 
Bry A. 8. WADE 


There is no business man who bulks larger in the public eye at the moment than 
the Chairman of the London Underground Railways, and this attractive sketch, 
which throws a revealing light upon the man and his methods, will be read with the 
greatest interest. 


eyo ASHFIELD is a paradox. He is a young man (for he is only 
46) with all the experience of a veteran. If we judged of him by 
the number of years he has occupied the public eye, by the importance 
of the positions he has held, or by the number and vastness of the 
schemes he has carried through, we should think of him as at least a 
man in his sixties. But he is yet at his very zenith, with all his powers 
_ of mind and strength of physique—though the latter was strained by 
his great work during the war—fresh for new conquests. At the time 
of writing he has just captured the public imagination with a plan for 
finding immediate work for thousands of unemployed men. He out- 
lined that scheme to a party of journalists with all the clearness and 
mastery of bold enterprises for which he is noted. He showed how 
necessary it was to the efficiency and comfort of traffic in London. 
Every phrase he used was clear, cogent, and constructive. It was so 
because his mind works along those lines. It is a clear, far-seeing mind : 
a mind which sees what is relevant and what is superfluous: a mind 
which builds detached things into a complete whole. 

Every ordinary man has framed in his own private thoughts a sort 
of picture of what a master of affairs is like. Men think as well as talk 
of the Strong Silent Man. Our cinematograph shows give us pictures 
of the great railway magnates apparently speaking in monosyllables, 
going off into periods-of deep abstraction of thought, and giving their 
decisions with a grim tightening of the jaws as if they were traps closing 
upon a victim. Men like Lord Ashfield, when you meet them face to 
face, make that sort of imaginary being look quite ridiculous. He is a 
great man 6f affairs, a great industrial magnate, who at the same time 
contrives to be a very pleasant and friendly human being. Business 
has occupied him, but it has not controlled him: he has controlled it. 
It has not stamped his features with any glowering expression. When 
you look at him you are amazed by the very insignificant effect great 
responsibilities have had upon his resilient nature. The face is calm, 
shrewd, kind, always suggestive of deep reserves of power, but never 
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lacking the look of boyish eagerness and freshness. Too strong for the 
face of an actor, it might be that of a successful K.C. or of a great 
surgeon. There must be a secret behind this retention of the expres- 
sion of youth long after great achievements have added the mark of 
power; and I think the secret may be told in a single sentence. Lord 
Ashfield has never allowed affairs to mould his personality, but has let 
his personality infuse itself into the great schemes he has worked out 
and carried into effect. 


The Architect of his Own Fortunes 


We see this fact exemplified throughout his astonishing career.. 
He has been the architect of his own fortunes, for the Chairman of the 
Underground started life with no special external advantages, though 
perhaps it was not a handicap to be British-born and American in 
training. It meant that he spent the most impressionable years in a 
country where, at the period when he was a youth, ideas were more 
fluid, commercial conditions less rigid, and ability more sure of its 
reward; but this advantage was one of which many others failed to 
make use, for his early days were days of free emigration to the United 
States. He was born at Derby in 1875 and received his education 
mostly in American technical institutions. When he began his life- 
work in America as a youth he first learned the office side of it, and 
then, sacrificing part of his salary, entered electrical workshops and 
power-houses so as to make himself master of the practical details of 
the industry he was to follow, studying theoretical works at night. 
He lived in his work; and even as a young man realized two important 
things—first, that a great future was opening for electrical traction ; 
and, second, that his own aim must be to make himself master of it 
in all its aspects. 


“Making Good” in America 


Considering that it is only a quarter of a century or so since Lord 
Ashfield was living his laborious days and scorning all delights save 
those which came from growing knowledge, we who use the Under- 
ground day by day may see how rapid progress has been. As a young 
man, Lord Ashfield took a trip on the first electric line ever laid down 
in the United States (it was in Detroit) and, consequently, he has been 
a witness of every step forward electric railways have made He has 
himself been largely responsible for their growth. He has been one of 
the great forces in popularising and extending them. He was little 
more than a boy when he took up his first manager’s post in America. 
For a dozen years he was general manager of American electric railways. 
At 33 years of age he was called over to this side of the Atlantic to take 
a hand in controlling London traffic. Before very long he had extended 
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his sphere of power and in the few years that have since elapsed he has, 
as everybody knows, been the leading spirit in transforming the traffic 
system of London. Of the electrification, unification, speeding-up, 
popularising, and extension schemes carried out under his guidance it 
would be impossible to speak in a short article. Nor is it necessary. 
The traveller on the Underground, and on L.G.O.C. ’buses, who contrasts 
the conditions of his journeyings now with those of a few years ago 
can make the necessary comments for himself on the value of those 
schemes. 

But Lord Ashfield would himself be the first to recognise that in all 
this work he has been helped by very capable lieutenants. His own 
genius is for thinking out the big idea and for choosing the right people 
to carry it out. He has a very sure judgment of a man’s capacities, 
and perhaps one of the best qualities he possesses is that of leadership. 
If you go to Electric Railway House, the headquarters of the Under- 
ground, you find a large, competent, and contented staff, to all of whom 
the Chief is known as a man who will see that ability is not neglected. 
They respect his leadership in much the way that soldiers gladly 
acknowledged the commands of successful generals. 

How much of Lord Ashfield’s success in staff control is due to the 
fact that he knows what it is to be struggling for recognition in a sub- 
ordinate position? He can enter into the feelings of every rank in the 
great army of employees, for he has passed through every grade. 
During the war he showed that he himself could go back to service 
under somebody else’s leadership, always a difficult thing to a man 
who has for a long time had undisputed authority. One of the causes 
of failure of some of the big business men chosen for special work during 
the war was impatience under other people’s guidance. But Lord 
Ashfield—Sir Albert Stanley, as he then was—during the brillant 
period he spent as President at the Board of Trade, showed that 
he could be at one and the same time an efficient leader in his own 
department and a good servant to the Premier as head of the State. 


The Man who ‘ Thinks it Out” 


Somewhere, in an article Lord Ashfield once contributed to the 
Press, was hidden a very revealing flash which illuminates his own 
personality. He spoke of the value of calmly thinking out one’s diffi- 
culties whem fortune has put a check in the way of one’s progress. 
There in a sentence is a key to his own character. He is the man who 
“ thinks it out.” He believes in overhauling his ideas and making them 
more productive. All his own schemes and his public utterances bear 
the mark of this deep reflection. It is a characteristic of all great men 
of affairs. “I am always working; I think much,” said Napoleon. 
“ If I appear always ready to meet every emergency, to confront every 
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problem, it is because, before undertaking any enterprise, I have long 
considered it and have thus foreseen what can possibly occur. It is no 
genius which suddenly and secretly reveals to me what I have to say 
or do in some circumstances unforeseen by others ; it is my own medita- 
tion and reflection.” You can find similar sentiments in the private 
papers of most men who leave their mark on their age. The man who 
thinks it out is the man who will arrive, provided he joins action to 
reflection. Lord Ashfield believes “ thinking it out’ to be of use even 
to the man who has been thrown back by a series of hard knocks 
from fate. 

It is easy to see the principle at work in his own method of life. 
When he was speaking to our party of London journalists recently on 
his scheme for putting work in hand for the unemployed, one could 
watch, as it were, every step in his own thoughts, steps which he had 
taken patiently long before the interview. This youngish man with 
the demeanour of a leader, toying with his horn-rimmed spectacles, 
gave the impression of grasp and familiarity with his subject in every 
detail. He had not only reviewed the past in his own thoughts, but 
he had anticipated the future. Before they had been made, he had 
seen the objections that would arise to the proposals he had to offer ; 
and he had prepared answers to those objections. It was masterly in 
that no possible contingency had been overlooked. 


His Influence in Industry 

The influence of Lord Ashfield in industrial affairs has extended 
far beyond the Underground. Industry and commerce are indebted 
to him for some arresting suggestions which he has thrown into the 
pool of general commercial ideas. Shortly after the conclusion of the 
war he made a prediction as to the course of growth of industry, 
showing that the tendency would be more and more in the direction 
of unity of control where the ‘services rendered by various concerns 
overlapped. It was, as he said, a tendency which had already mani- 
fested itself and was bound to continue. How completely the prophecy 
is being fulfilled may be seen in the railways. The wisdom of Parlia- 
ment has recently seen that grouping them so as to render the most 
efficient service on the most economical basis is the best way. Thatis 
simply carrying out in the larger field of national traffic what Lord 
Ashfield had already initiated in the London district. A gseater tribute 
to a man’s foresight would be impossible. It shows that he has a mind 
of much wider range than is needed for the control of even so great a 
network of interests as the London traffic system. 

He can provoke thought. How few people who read newspapers 
were not set thinking by what he said a little while ago about the 
£10,000 a year man! To some people the existence of such a salary 
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for anyone except the Prime Minister came as a surprise. It seemed 
like an Arabian Night tale. Lord Ashfield was speaking of the scarcity 
of men who could fill jobs with that salary attached to them, and the 
need for discovering and training such men. It is on this matter of 
discovering and fostering talent that he is one of the best guides the 
industry of the country can have. He has gone deep into the subject 
of industrial tendency, the new shapes it will take, the new needs that 
will arise, and the way to meet them. 


The £10,000 a Year Man 


As he points out, private ownership in commerce and industry has 
been gradually disappearing for some decades. The date of the com- 
mencement of this disappearance was the invention of the limited 
liability company. A signal instance of this change in ownership of 
industry is the cotton industry. At one time the mills were almost in 
all cases the property of single owners or of single families. To-day 
there is only a small proportion of the very much greater number of 
mills privately owned. Lord Ashfield has pointed out how a similar 
change has gone on in most industries, so that now the owners are not 
‘single individuals or small groups of individuals personally supervising 
the work, but are the big army of people who hold stocks and shares. 
Business in the twentieth century, he says, cannot afford to fritter its 
resources away on methods which involve isolated and unco-ordinated 
operations ; and so he leads us to the idea of large federations of busi- 
nesses, so to speak, which shall carry out their work of producing for 
the needs of men upon well-conceived, broad lines, in which the waste 
of needless overlapping will be discontinued And the leadership of 
such great combinations will call for men of much finer mettle than the 
old private ownership system called for, since their responsibilities will 
be infinitely greater. And so you need £10,000-a-year men—Napoleons 
in industrial organisation and management. 


How Lord Ashfield ‘Discovers Capacity 


How can you train these super-men of business? Now this is really 
another way of saying how can you discover existent capacity, for 
either a man has capacity or he has not: if he has not got it, you 
cannot put it into him; you can only develop him to his limits. But 
capacity may be hidden under red tape, smothered by rivalry, com- 
pressed by a bad system. It is true that ultimately it will break all 
bonds, but why should we wait until it does so. Why not discover it 
early? Lord Ashfield has one great key for unlocking the door. It is 
Opportunity. He recommends that it be freely given to all promising 
men, so that it may be judged how far their powers can swell with 
growing responsibility. The hour often makes the man. Make the 
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hour for the man, so that you may judge whether he can rise to it. 
That in simple words is what one understands to be his central doctrine 
in regard to finding the super-men. 

He has consequently advocated moving the right type of men round 
the business, not, that is, putting them methodically in each successive 
job, but, as he phrases it, more as you move the men on a chess-board. 
He believes that every man in a lower tier should have the opportunity 
to rise into the one above, and that every outstanding man should be 
afforded opportunity to rise to wherever his powers will be of best use. 
In the new era of commerce to which he looks forward, he believes the 
big men will be wanted everywhere, and that big salaries will stimulate 
ambition, out of which comes efficiency. His advice to all men engaged 
in industry is to develop big views, to think not of business but of 
industry. 

A big man himself, Lord Ashfield has every sort of personal achieve- 
ment to his credit to back up his views. But his life is not all business: 
he is socially a very charming man, with a love for games, a rich fund 
of entertaining talk; and in all the affairs of life which are concerned 
with other things than the day’s work his wonderful sanity of judgment 
is always at command. 


The Greatest Game 


: . As soon as we learn to view work and business as the most $4 
| inspiring game that any of us can engage in, with thrills far 7} 
| surpassing those to be obtained from any other game, that }| 


++ moment the whole of our life is changed. When I look back +} 
|] over my career I recognise that any success I may have achieved | 
| has been due to my having made a pleasure of my business. 1} 


—Lord Leverhulme. 
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hie overlook this readable deacription of a highly original series of articles to 
: commence next month. 
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Industrial Structure 


A Comparative Study of Developments 
I. INTRODUCTION 


i is the purpose of a series of articles in this magazine, of which this 
article is only the introduction, to study the different developments 
of industrial structure. By industrial structure is meant the framework 
upon which the industrial organisms have been fashioned. There always 
must be such a framework. In the highest development of industries 
as in the lowest there will be a dominant authority, and under that 
dominant authority there will be other authorities and ultimately an 
executive authority. The division of these responsibilities may be 
functional, that is, each of, the subordinate authorities may have a 
particular function, say, staff questions, or plant questions, or discipline, 
or recruitment, or sales, or costing. On the other hand, the division 
may be territorial. One portion of the factory or industry may be under 
one manager, another portion under another manager, without regard 
to function. There may be a third alternative in which there are com- 
binations of functional and territorial, or in which one grade may be 
functional while another grade may be territorial. There may be other 
methods. If we construct an industry after the fashion of an inverted 
genealogical tree it may be the case that one simple form will include the 
whole organism. The manager will stand alone at the top. His authority 
may be divided among a number of sub-managers or assistant managers, 
and the responsibilities may proceed by a method of geometrical division 
until we reach the foremen or overseers with immediate authority over 
the staff. Such a simple form is not likely to characterize highly- 
developed industries. In these cases there will probably be a more com- 
plex structure, and a number of inverted genealogical trees may exist 
side by side all uniting at the top, or, more exactly, all uniting in-a number 
of persons at the top with equivalent authority divided functionally. 
At the present stage of study it is not possible to divide the different 
methods into the right and the wrong methods. The comparative study 
of these different methods as yet is an infant science, and it is the object 
of the series of articles which it is the purpose of this article to introduce 
to gather trustworthy data for such comparative study. - 


Fundamental Principles of Industrial Organisation 

A number of the larger English industries will be described, each of 
them known as having attracted special thought and study of the subject 
of industrial organisation. In each case the description will be given by 
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a responsible person writing with the authority of the management. 
It is not proposed to mould these contributions into a common form 
or to fetter the writer’s liberty. In each instance the writer will be 
encouraged both to defend and to describe. He may claim, if he wishes, 
that his industry has the perfect system and no one will dispute it. He 
may attack or defend some particular doctrine of management. If 
so be that the writer of any article believes the functional arrangement 
to have been over-praised a welcome will be given to data which is 
brought forward to prove that claim. It will never be forgotten that 
special organisms suit particular industries, and that they may not suit 
other industries. Nor, on the other hand, will it be forgotten that just 
as in the development of political science certain fundamental principles 
have evolved, so we cannot be content unless we have explored the 
possibility of finding fundamental principles in industrial structure or 
organization. The development of the democratic system in politics— 
using the word in its widest sense—has always ended in something of the 
nature of a Cabinet, though a Cabinet is rarely a part of written constitu- 
tions. It is a significant fact that what we have to discover in industrial 
structure is whether there are indications of some common form towards 
which we, shall evolve, just as the widely-differing political systems of 
England, France, and the United States have all evolved a Cabinet 


A Common Fund of Experience | 

For this purpose, therefore, we shall invite contributions. It may be 
taken. for granted that every large industry which in any sense is intelli- 
gently based will include those who are anxious to pursue this study, 
and ready to throw into the common fund such experiences as they may 
have obtained m practice. They will recognise that they can only find 
-the best by means of some such mutual contribution. This applies to 
industries in the widest sense of the word—to textile factories, shipbuild- 
ing yards, banks, insurance companies, distributing houses, and large 
retail stores among the number. The list of those who are to be invited’ 
has been prepared most carefully. It includes houses of wide repute. 
It is not an exhaustive list, for there are many others outside even so 
wide-reaching a list as we have compiled, and if the controllers of indus- 
tries outside the list care to make such a contribution it will be hospitably 
entertained. Primarily we are interested in English industries, but in 
the gathering of information we do not propose to be insular. There 
is a wealth of valuable data in the United States, and we are in possession 
of studies on these lines of a number of continental industries. When 
the series of articles comes to a reasonable conclusion it will be opportune 
to add a comparative study and at that point to proceed to something 
of the nature of a summary. Yet there will be no summary judgment. 
Deductions must be cautious and tentative. Industry as organised on 
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well-considered lines as yet is in its infancy and there is danger in hurried 
judgments which may not include all the factors, and particularly all the 
human or psychological factors. For all that, should there be general 
accord in any particulars, or should there be a general acceptance of any 
one method at any individual stage of the control of industries of varied 
kinds, it will be a factor of which account must be taken. 


Secret Information Not Desired 

There is yet another point. It may be argued that it is rather too 
much to expect that successful industries shall reveal their inner secrets. 
We do not ask them to reveal anything which cannot be found by an 
observer from without. The methods of organisation are fairly well 
known to persons having more or less intimate relations with the several 
industries. A certain Government Department during the war discovered 
that among its staff were men who had been employed in all sorts of 
different industries, and they were able to aggregate their knowledge and 
experience and to furnish valuable comparative data. But while the 
methods cannot be kept secret, and there is no point in keeping them 
secret, it is obviously better that they should be described authoritatively 
by those responsible for introducing them and for continuing them in 
operation. More than that the authoritative description of various 
types of industrial organisation or structure by those who, presumably, 
are enthusiasts for that particular type is surely the best way to 
elucidate principles. It is the elucidation and the examination of 
principles which is the task before us all. No management is asked to 
reveal any secrets, but all intelligent managements are asked to enter the 
field of minute and careful discussion of methods and of principles. It 
is perhaps a novel venture, but it is a needed venture. Most of us 
have faith in this or in that method, but it is not blind faith and the 
opportunity of examining and testing the foundations of that faith is 
not to be overlooked on the ground that it is of no importance. The 
giver is more blessed than the receiver, but the enterprise will not have 
succeeded as we expect unless the giver learns that he also has received. 


Comparative Industrial Research: A New Method 

It is rather remarkable that this subject has made so late an appeal 
to various minds on both sides of the Atlantic. There is almost a sudden 
rush of interest in the study. Partly this comes from the study of 
Scientific Management. It was tersely said of an American labour leader 
that if it was worth while to take motion studies to discover the best 
way of holding a shovel there was no reason why some study should not 
be given to “ bossing a gang.” All industrial organisation is “‘ bossing.” 
The word is repellent, and seems to indicate the gang-leader who has 
full and final authority, who can “ hire and fire,” as our friends in the 
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United States put it. But after all there must be some authority and 
that authority must be co-ordinated, its limits of responsibility defined, 
and the method by which it is trained and enlightened, and the principles 
upon which it acts towards the other sections of authority must be 
clearly thought out and defined. There are books on the subject in 
America and in Germany; and in France, in particular, the’ study has 
taken rather a psychological turn. We propose a different method for 
England. We propose a comprehensive study, not by a research student 
or an academic specialist, but by the leaders of the industries themselves. 
The task of introduction and of summary—so far ås summary is prac- 
ticable—is a humble task, for the gathering of data will speak for itself. 
It may be of assistance, however, to many who approach the subject 
of comparative industrial research for the first time. They will be given 
all the data, frankly and fully and fairly and authoritatively. They will 
be helped a little, if so be, in the drawing of conclusions and in the forming 
of opinions. But the conclusions and the opinions must be their own. 
It is no portion of the task before us to dogmatise. The articles, it is 
hoped, will be didactic. They will teach. They will not be oracles of 
opinion. But the general conclusions will be carefully safeguarded 
throughout, for to crystallize final conclusions would be to put an end 
to the process of truth ; it would stultify fresh experiments and there is 
ample room for more and more ventures. At best it is our hope that 
we shall be able to do something to put the science of industrial practice 
in organisation on a sound footing for further development and study 
and thought and inquiry. It is no mean aim, for whatever the results 
may be and however meagre they may seem to be, they will be far more 
inclusive in their gathering of data and catholic in their outlook than 
any contribution based upon the research and study of an individual 
inquirer, no matter-how expert he may be. It is in this spirit that the 
venture has been made. 
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“ An appeal to the common sense and intelligence of the British business man to use 
his influence in his own interests,” 





What Upper Silesia Means to the 
British Business Man 


By WALTER O. STEIN, B.A. (Lonp.), F.R.Econ.s8. 
Plain Words on the European Trade Situation 


The author of this extraordinarily impressive article is continental representative 
of a big firm of British exporters, and in that capacity has spent the past few months 
in Germany. In discussing the probable effect of the Upper Silesian partition upon 
British foreign trade, he gives a graphic picture of the amazing conditions of present- 
day life in Germany ——the trade boom, the busy factories filled with workmen at 
semi- Saranan wages, the wild orgy of speculation and spending, the mad scramble 
for wealth before the coming of the inevitable crash. Thoughtful business men may 
well ask, “ Is Germany going the way of Russia? ’’ The writer urges that these 
chaotic conditions, which are so closely related to the widespread funemployment 
in this country, are the result, not of the war, but of the Allies’ Reparations policy. 


HERE is a passage in the Latin poet, Horace, which pictures a 
simple country yokel sitting by the riverside waiting to cross over 
until the river has flowed by, but it glides on and on for ever and the 
rustic waits in vain. The simple, almost idyllic, picture which the poet 
presented to the world two thousand years ago might almost have been 
written as a description of the mentality of contemporary European 
statesmen. The astounding way in which they have allowed the affairs 
of Central Europe to drift on and on towards the brink of the precipice 
by talking instead of acting denotes a state of mind which passes com- 
prehension. That which would be considered unpardonable and inex- 
cusable in an ordinary individual can apparently be glossed over with 
impunity by a statesman. 

At the moment when these lines are written the whole Continental 
Press is full of the causes and effects of the Upper Silesian decision, 
the chief points in which have found their way into the newspapers, 
though the full text has not as yet been openly announced. I do not 
propose to deal with the political side of a decision which threatens to 
create a second Alsace-Lorraine in. Eastern Europe, but to discuss the 
effects from the business side as they will affect our national trade. 
While the ading articles of the Continental Press are full of the Upper 
Silesian tangle, those of the English Press deal with the question of our 
growing Unemployment, and the two hang so closely together that a 
right solution of the former would go a very long way towards mitigat- 
ing the latter. For the last two-and-a-half years Germany has been 
the workshop of Europe. With her cheap labour, her capacity and 
will for hard work, and her immense power of production, she has far 
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outstripped her competitors all over the world. In this she has also 
been helped by the low exchange value of her currency. 


The Great Paradox 


During the year 1920 and the first half of 1921 the mark was as 
high as 120 and as low as 400 to the pound sterling. This low value 
compared with the gold parity of 20.43 has been the principal cause of 
her ability to undercut all other nations, and has been the direct cause 
of the great unemployment in this country and the still greater unem- 
ployment in the United States of America. It is a strange paradox. 
On the one side you have a country where unemployment is practically 
non-existent, where trade flourishes, where industry buzzes like a bee- 
hive, and where huge works throb night and day in ceaseless toil. Yet 
this country is too poor to import more than the ordinary necessaries 
of life, as its exports are ear-marked to pay for other things. On the 
other side you have a country which, through the war, has become the 
richest in the world, but though it is in possession of the greater part 
of the world’s available gold supply, it is unable to find work for anon 
of its workers. 

Since exports balance imports, the reader may well ask how it is 
that a country with such a huge export trade as Germany is now doing, 
and which on the average does not import more than it absolutely needs 
to cover its bare requirements, should not have a currency whose ex- 
change value is nearly the pre-war figure. The answer is to be found in 
the fact that the money it receives for its exports and “invisible ” 
exports, instead of being used to buy our manufactures in exchange, 1s 
spent on buying up our currency, and our goods, instead of finding a 
ready market in Central Europe, are left to pile up at home or to fill 
the already crowded warehouses in other lands. A country cannot 
consume goods indefinitely. It can only do so in proportion to its 
exports, and if the reward of its exports is needed to pay for other things 
then the amount it has left over to pay for imports will be limited in 
proportion. Hence, if the greater part of the proceeds of the German 
export trade is needed to pay reparations and indemnities, then the 
amount it has left over to pay for imports will be considerably lessened. 


Why Germany Resorts to the Printing-press 

The payment of an indemnity by one country to another is equiva- 
lent to an import of the currency of the latter by the former. Therefore, 
as the combined import by Germany of reparations and indemnity pius 
food, clothing, and raw materials is greater by far than what is possible 
for her to export, the printing-press has to be used to cover the deficiency, 
and, in consequence, the currency becomes debased. The continued 
decline of the mark, while lessening Germany’s ability to pay, has. at 
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the same time increased her ability to compete in price with British 
manufacturers, and working in the proverbial vicious circle has led to 
a rise In prices and wages, though the latter is quite out of proportion 
to the former. It would do some of our malcontents good if they could 
go over to Germany and see the way in which the German workman, 
after his country’s defeat, has set to work with a will to try and rebuild 
the economic ruins of the Fatherland, and this, too, for wages which can 
be called little better than starvation wages for all that they can buy 
with them. No workman or labourer without capital wants war or can 
in any way benefit from it, and it would be idle to argue that the German 
workman wdnted the war. Hence, one cannot but admire their will to 
work in the face of circumstances and conditions which are daily going 
from bad to worse. And the fruit of their labour is being used to pay 
doles to our workers to enable them to exist during the present hard 
-times of stagnant trade, and the latter are kept from working by the very 
fact that the German workmen, in order to pay fabulous sums as 
indemnity, are doing the work which they should by rights be doing. 


The Sweated Helots of Germany 


It must here be remembered that.services, or “invisible exports ” 
as they are sometimes called, are playing a very great part in our 
unemployment question. Owing to the high wage demands of the 
British workman many half-finished British goods are being sent to 
Germany to be finished, and several shipowners have of late been send- 
ing their ships to Hamburg and other German ports to be repaired. 
Germany is at present a country of sweated labour. The only people 
who are really making money are the manufacturers and proprietors 
of any kind of business, large or small. The average German worker, 
male and female alike, earns a bare existence by toiling from morn till 
eve for a daily wage which represents the equivalent sterling value of 
the entrance fee to a football match. For, after all, the real as distinct 
from the nominal value of the mark must be taken into consideration. 
A new suit of clothes costs a German workman the total gross amount 
of a month’s pay. Therefore, as he has to save and live in the mean- 
time, it will take him three or more months’ savings before he can get 
a new suit. His pay may be hundreds of marks a week, but it is what 
he can buy with these paper marks that is the chief consideration. 


Pitiful. Lot of the Middle Classes 

Compared with the lot of the middle classes the labourer in Germany 
is comparatively well off. Just as in other countries, too, the middle 
and professional classes in Germany have been the ones which have 
suffered most, as the remuneration for their services is absolutely out 
of all proportion to the new cost of living. Whereas salaries and fees 
have risen to four or, at the most, to five times their pre-war figure, 
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‘prices have risen to fifteen or twenty times their former value. This - 
heavy rise in prices is due to the fact that most foodstuffs have to be 
imported from abroad, and so must be paid for mainly in dollars or 
sterling. The lot of the retired civil servant or of anyone trying to live 
on a fixed allowance is even worse, as none have been raised very much 
above the pre-war level. The business men and manufacturers are by far 
in the best position, for most of them have invested their money in indus- 
trial shares. or landed property which daily increase in value, the more 
‘so as the value of the mark abroad decreases. The Stock Exchange is 
alive and active, and stockbrokers, unable to cope with the rush of 
business, are turning away orders—a joyless comparison with our owa. 
There is a wild orgy of speculation and spending. It is only a fool who 
would think of putting away money on deposit in a bank, as the hard- 
earned savings would daily decrease in value, whereas if they were 
invested in property, goods, or shares, they would increase in value the 
more the mark depreciated. Everyone is living on his capital. 

In all this wild orgy the most pitiable thing is the total disappearance 
of the middle classes. They are no longer in evidence, and are con- 
spicuous only by their absence. In their place has arisen the new type 
of upstart, the war profiteer, with his shrewd and pert manner, his rude 
and brusque tone, and his general lack of education and all finer feeling. 
He stands as a warning sign to us of what we may expect in England, 
„and in Europe generally, if the present state of affairs is allowed to drift 
on and civilisation as we understand it to-day passes away. He has 
no business code of honour, his only motto is ‘‘ Grab, grab, grab, as 
much as you can and in any way you can.” He is willing to bribe and 
to be bought by bribes, and the honest, sober business man of pre-war 
days who is forced by circumstances to associate with him is gradually 
being contaminated by his evil influence. 


The League of Nations Silesian Pie a 


Ofte would have imagined that, conditions being as they are, every 
effort would have been put forward not only by our own statesmen, 
but also by those of the other nations who have assembled at Geneva, 
to ensure the reconstruction of the economic life of Central Europe. 
Instead of this, the League of Nations has dished up a pie which is 
laughed at by all sensible business people and which neither the Poles, 
Germans, nor Upper Silesians themselves want to taste, but which all 
three are to be forced to accept. Upper-Silesia may only seem a tiny 
morsel on the map of Europe, but when it is remembered that it is one 
of the most highly developed and most concentrated industrial areas 
in Europe, its great importance will be readily seen. The idea of putting 
‘a political frontier with customs dues in years to come between the coal- 
‘fields and the industrial works must appear ‘ridiculous to most of our 
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commercial men, but when the other factors are taken into considera- 
tion, as well as the danger to the British coal export trade, it will be 
realised that the Upper Silesian question is one that vitally affects the 
-interests of, and therefore deserves the fullest attention from, the British 
business man. 


Germany's Disappearing Mineral Wealth 

If the Press reports on the partition of Upper Silesia are confirmed, 
then 5 per cent of the total Upper Silesian coalfields will be handed over 
to Poland, including 42 per cent of the total German coal mines which 
are less than 1,500 yards deep. According to the statistics of 1913, 
this will mean a yearly loss to Germany of over thirty million tons of 
coal. The ceded mines are the best in the province, the remaining ones 
being not so well developed. More than 60 per cent, too, of the total 
German zinc production is given to Poland; this includes all the zinc 
works in Upper Silesia. Besides, over 27 per cent of the total German 
supplies of lead ore will have to be given up, since 75 per cent of the 
Upper Silesian lead mines will be on the Polish side of the frontier. 
As far as the iron industry is concerned, the information so far received 
does not as yet allow an exact estimate to be given, but in this case, too, 
about 65 per cent of the Upper Silesian iron industry will go to Poland. 


The Coming Collapse: A Dark Picture 


It is thus easy to see that when the proposals of the League of Nations 
are translated into actual practice vast changes are bound to occur in 
the economic stability of Europe. Germany will cease to be a great 
industrial power and will develop into a second-rate trading nation. 
Owing to the diminution of her coal supplies her factories will be unable 
to catry on, and as these gradually close down unemployment, carrying 
with it the seeds of Bolshevism, will be rampant. Her working popula- 
tion will have to find employment elsewhere, either by emigrating or, 
if this is impossible, by engaging in a transit trade as carriers for the 
nations in the East and West. This chgmge of affairs, too, is bound to 
have its effects on the capacity of Germany to fulfil her obligations in 
regard to indemnity and reparation. One would have imagined that 
after Germany had given visible and tangible proof of her willingness 
to pay her enormous obligations, every assistance would have been given 
her to do so, or at least that no hindrance would have been placed in 
her way which could in any shape or form prevent her or give her any 
chance of escaping from her liabilities. Instead of this, it was the Entente 
diplomats who were the most active in holding out the one hand for 
payment, and with the other taking away the tools of the workman, 
‘thus preventing him from working and paying off his debt. While 
these lines are being written the mark is falling at a daily rate of 50 or 
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100 to the £. At present they can be bought at three a penny, and 
before these lines appear in print may be worth what the Austrian crown 
was a year ago. But if once Austrian conditions prevail in Germany, 
it will be “ good-bye ” to all hopes of any future indemnity payments, 
whether on paper or in gold. 

Though the effect of the decision on Poland has been to raise the 
value of her currency abroad, it is very doubtful whether this rise can 
be sustained. All through the centuries of her past history she has 
given proof time and again of total inability to grasp even the first 
essentials of political economy. In this, perhaps, she is more to be 
pitied than blamed. Even as an independent nation she has shown 
herself quite incapable of managing her own affairs, as her rates of 
exchange abroad—the heart-beats of every nation’s finance—are con- 
tinually showing, and were it not for the military and economic aid of 
France she would long ago have been forced into bankruptcy. Hence, 
it is not to be expected that the handing-over of the highly-developed 
industrial area of Upper Silesia will have the effect of creating in Poland 
a second Germany, which would be friendly to the Entente and act as 
a buffer state between Germany and Russia. The Entente may hope 
to do so, but the facts of past history are against them. The experiment 
was tried before, and failed. 

The fact that France is now to get indirect control over the huge 
coal supplies of Upper Silesia is bound to cause a certain amount of 
alarm in British export coal circles. As she already possesses the mines 
in the Sarre Valley by virtue of the Peace Treaty, it follows that France 
may cease to be an agricultural country and may develop into a huge 
industrial and coal exporting country, exactly as Germany did after 
1870. ‘Thus, after having defeated the greatest commercial rival which 
Great Britain has ever had in a terrific war lasting over four years, we 
may find that we have raised up a greater in one of our own allies. As 
Poland is at present little more than a protectorate of France, and 
owing to her heavy debts to the latter is likely to remain so, France, 
through her ability to obtain cheaper labour, could easily outstrip us 
in the struggle for existence. 


A Warning to British Business Men ° 

The further East we go the more appalling is the condition of affairs, 
and if these are to be righted, then there was never a tme of greater 
need for dropping the mask and plain speaking. These lines are not 
written as an appeal for Germany any more than they are as an appeal 
for Poland; they are written as an appeal to the common sense and 
intelligence of the British business man to use his influence in his own 
interesis in every way he possibly can to help to secure a proper 
adjustment of the economic conditions in Central and Eastern Europe. 
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How the Irish Linen Society has solved the.problem of “ passing off,” and now 
effectually protects the buyer of linen goods, is picturesquely told below. 


The Seal 


Helping a Great Industry 
By Atryrep S. Moorz, M.Text.Inst. 


Wo self-preservation is usually accredited as the first law of 
Nature, it must be confessed that there is no game more popular 
than “ Beggar my Neighbour.” Its vogue is universal, in all climes 
and in all seasons. Nevertheless, no one would go so far as to assert 
that commercial morality has declined within recent years. There are 
shopkeepers who will still insist on placing before the public, to the best 
of their ability, the genuine first-class article, but the public of them- 
selves have so clamoured for the substitute, and manufacturers of the 
latter have so persistently striven to better their product, that the line 
of distinction has become one of almost imaginary width in many cases. 

Brown paper impersonates leather, 

And pussy as sealskin is furred, 

And many a fine ostrich feather 

Was grown on a different bird. 


So wrote the whimsical lyrist some years ago, and it is even more applic- 
able to-day, so how are the public to be safeguarded in their purchases ? 

The problem seems especially difficult in the case of textiles. So 
excellent has been the finish applied to cotton and union cloths of late 
that even the cognoscenti of the linen industry have found themselves 
puzzled when confronted with somespecimens. It is true that the mighty 
difference existent but concealed would “ come out in the washing,” 
but the busy housewife, when shopping, cannot carry a portable laundry 
plant in her reticule. Nor similarly can the retail stores be expected to 
provide a microscope at ‘its linen counter: to. differentiate between the 
physical characteristics of cotton and flaxen fibres. 

When a purchaser enters a jeweller’s shop and asks to inspect silver 
or gold, she is never in any doubt. Imposition is impossible. As far 
back as the reign of Edward I the hall-mark was insisted upon for the 
protection of the public. Hence the words “ sterling ” and “ carat ” 
give at once immediate confidence. Why should the buyer of linen not 
be similarly pfotected ? That was the problem which the Irish Linen 
Society found itself up against. But, just as Archimedes of classical 
days made his momentous discovery, it occurred to them that an Official 
Seal would solve this very important crux. So this hall-mark of 
-artistic Celtic design, bearing the sentences “ True Irish Linen” and 
“ Made from Pure Flax” will henceforth give both distinction and 
individuality to such fabrics. 

203 





Business - Organisation - and - Management 





Like the quality of mercy, this institution must benefit alike him 
who gives and him who takes. The buyer is never left in doubt. In 
strict verity her (for linen purchasers are generally of the feminine sex) 
“ eye is her merchant,” since that seal is too obvious to escape observation. 
Then the seller, emboldened by the conscious pride that what he offers 
is the soul of the graceful little flax plant, knows that his goods will so 
engender confidence as to bring not alone repeat orders for linens, but 
for such other articles as he stocks. One can fancy his explanation thus— 

This is the hall-mark of the Irish Linen Society. It is applied impartially 
but only to real Irish linen made from pure flax yarn and sold by any member 


of the Irish Linen Society. It is as good a guarantee as is the word “ sterling ” 
on precious metals. 
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It is a progressive age in’ general, yet? there are some phases still 
unsurpassed which owe their origin'to our progenitors of the long ago. 
This seal idea is one of these.=* At’ any rate,” when, in 1762, the linen 
trade has become retrogressive by reason of- certain abuses, the Linen 
Board, which acted as godparents to the industry just as.the Irish 
Linen Society does now, insisted on sealing by legislation. The success 
of the innovation was really wonderful, so much so that it may be 
stated to have given a new lease of life to the linen manufacture in Ireland. 

However, the present revival of the practice of the hall-mark on 
linens is not by any means a legislative enactment. Yea, rather it is 
the unanimous voluntary desire of Irish textile manufacturers, who, 
with a heartfelt pride in their craft akin to that of those in the old time 
Guilds, are determined that their products as a British Industry will 
achieve super-eminence. 
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No exporter should engage in South American irade without carefully considering the 
transport problem—a crucial question which is fully discussed in this article. 


South American Transport 
The Systems and Their Economic Effect 


By OHARLES DOMVILLE-FIFE 


Late Correspondent of ‘‘ The Times” in South America. Author of “Through 
Central America,” “ The Great States of South America,” ete. 


i European countries the principal means of transport is, in nearly 

all cases, the railway, whereas in South America the bulk of both 
passengers and merchandise are water-borne—by sea along the thousands 
of miles of coast line and by river inland. The railways are only used 
when one or other of the above means are either not available or else are 
unsuitable. In this enormous territory, which has an area of over 
8,000,000 square miles, and is many times as large as the whole of Europe, _ 
there are only 59,689 miles of railway at present in operation. Very few 
of the lines forming this meagre network do more than connect the 138 
large cities of the coastal belt. Beyond their termini stretch the millions 
of square miles of the vast interior ; in many parts by no means devoid 
of population, industry, or natural wealth. 

To supplement this very inadequate railway net South America 
is fortunate in possessing over 80,000 miles of navigable rivers, and these 
form the highways into the interior. There are about 400 shallow- 
draught steamers which maintain a more or less regular monthly service 
over a distance of 53,000 miles. Even with these systems there are, 
however, vast areas which are either quite inaccessible and consequently 
unexplored, or else are served by coach, express rider, boat or canoe, 
mule-train, and, in the Sierra, by laden alpacas and llamas. It is 
astonishing, perhaps, but nevertheless true, that there are many fairly 
large towns and hundreds of settlements, small townships, colonies, and 
groups of plantations and mines, which obtain their supplies and.send 
their wares to market by a combination of nearly all of these means. 


Transport in the Interior 

The small town of Iquitos, situated in the heart of Equatoria, on the 
upper reaches,of the Amazon River, is a fair example of the difficulty, 
time, and cost of transport in certain parts of South America. This 
town, which has a population of several thousands, and enjoys a brisk 
import and export trade, derived mainly from the surrounding forests, 
has two alternative routes to the markets of civilisation. There is, first , 
and foremost, the Amazon River, by descending which for about 3,000 
miles the city and Atlantic port of Para is reached. Here passengers and 
merchandise can be transhipped from river steamers to ocean liners. 
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But the journey up-stream for over 3,000 miles against the bi-annual 
flood tides of this great river is neither easy of accomplishment, cheap, 
healthy, nor of short duration. Tropical storms, torrential rains, 
floating islands, mosquitoes, fever, and damp-mould have usually to 
be met and overcome. 

The other way of reaching civilisation involves a journey of only 
1,270 miles, and this is how it is done: (1) By river steamer down the 
broad Ucayali for 932 miles, which may occupy anything from 15 days 
to a month according to the current flowing down from the Andean 
snows ; (2) by mule or canoe for 13 miles, from the limit of steamboat 
navigation to a little settlement called Puerto Yessup in Peru; then (3) 
by mule for 198 miles over the great Andean Divide at an altitude of 
nearly 16,000 feet, with snowstorms, glaciers, and snowfields all around, 
and only open for traffic during certain months of the year; and, finally 
(4) by train for 134 miles from the Sierra town of Oroya to the Peruvian 
port of Callao—two months of severe and arduous travel and transport, 
which may add anything from 200 to 400 per cent to the cost of goods 
imported into Iquitos. 

It does not need a very vivid imagination to picture the disappointment 
of a business man in a town like this—and there are many such in South 
America—who has gone to the expense and trouble of obtaining goods 
from Europe, waited anxious months for his annual supplies to come up 
the thousands of miles of river or over the lofty mountain passes, only to 
find on arrival that (1) either they have been utterly spoilt by unsuitable 
packing ; or are quite up to his expectation, but (2) have been dispatched 
without full directions for their use printed in Spanish, and (3) no code 
word has been given to cheapen the cost of cabling for a further supply. 


A Common Mistake 


Examples of this kind could be multiplied indefinitely. In one case 
a supply of a certain chemical, which required special packing to preserve 
it against different climatic changes, was asked for from Punta Arenas, 
in Southern Chile. It was dispatched carefully guarded against tropical 
heat! This was entirely correct for the voyage across the Equator from 
Liverpool to Buenos Aires, but evidently the sender knew nothing of the 
second half of the journey, from Buenos Aires to Punta Arenas, situated 
in the southern extremity of the Continent, on the confines af the Antarctic 
Ocean! He probably imagined that the whole of South America was 
tropical, or at least semi-tropical, whereas south of the 45th parallel the 
ground is frozen and covered deep under snow for nearly three-quarters 
. of the entire year, and August is mid-winter. 

Within this Antarctic zone are situated several towns, small settle- 
ments, and numerous sheep stations and mining camps. Wind, rain, 
and severe snowstorms are its climatic characteristics, and any or all 
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of these may occur in any month of the year. The sea and the half- 
frozen rivers are the only means of transport, and sleighs are used in the 
winter. Nevertheless, some 20,000 white men and women live in these 
southernmost settlements of the world, and there are branch banks and 
steamship offices. The annual value of the imports and exports of this 
region seldom amount to less than a million sterling, and are steadily 
increasing. 

Even the capitals of Colombia, Paraguay, Bolivia, and Ecuador 
cannot be reached without several changes in the mode of transport. 
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By kind permission of the ALS. Co. 
A PICTURBSQUE CORNER OF CGARAOAS, OAPITAL OF VENEZUELA 


In the case of the former, the city of Bogota, with a population of 121,000, 
is situated 600 miles inland from the Atlantic seaports of Cartagena and 
Barranquilla. It is reached in about eleven days from the coast by a 
combination of rail and river steamer. Asunción, the capital of Paraguay, 
is similarly situated so far as the bulk of its imports and exports are 
concerned, although there is continuous rail and steam-ferry communica- 
tion over the 1,518 miles from Buenos Aires. The city of La Paz, the 
commercial although not the political capital of Bolivia, with 100,000 
inhabitants, can be reached by rail direct from Arica on the Chilian coast, 
or by rail and lake steamer, a distance of 563 miles, from Mollendo in 
Peru. In both cases the snowy passes of the lofty Andes follow a 
hundred miles run across the burning coastal desert. 

From these few examples, which is all that space will permit, it will 
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be seen that South American transport is a problem which needs to be 
very carefully studied in view of the fact that the import trade of these 
countries is worth nearly 200,000,000 sterling per annum, and is rising 
at the phenomenal rate of 30,000,000 a year. British brains constructed 
and now control nearly 85 per cent of the railroads, harbours, and public 
works, 45 per cent of the foreign industrial and agricultural activity, 
and 50 per cent of the shipping, commercial, and financial business. 
Although this is the case the annual increase in the whole commercial 
activity of these countries is now going to the United States without 
serious opposition, and in both railway and river steamboat services this 
great competitor is rapidly gaining upon the lead once held so firmly by 
Great Britain. 

Railway Countries 

Notwithstanding the fact that much of both passenger and goods 
transport is carried on by sea and river steamers, the ten states of South 
America are essentially railway countries. The reason for this is that 
every year the lines in existence become more valuable, owing to the 
steady increase in the population, the rapid rise in the general trade, and 
to the education of the masses, which causes them to discard the old 
methods for the new. 

In countries above the normal temperature the disposition 1 is to avoid, 
as far as possible, all forms of violent exertion. This is especially notice- 
able in the southern countries of the New World. It is no pleasure for a 
South American to undertake a long journey on horse-back, because he 
has always travelled that way and consequently has grown tired of it ; 
this mode of transit compels exertion, often during the heat of the day. 
River steamers seldom exceed a speed of 10 knots an hour, and therefore 
occupy many more days on a long journey than would be required by the 
railway train, and vast distances are frequent in all South American 
travel. 

These considerations concern the passenger traffic, and coupled with 
the increase in the number and size of the cities in almost every State, 
and the linking up of the lines of one country with those of another, make 
the whole sub-continent a potential gold mine for railway enterprise, 
notwithstanding the occasional set-backs due very largely to unwise 
political administration and also abnormal trade depression. 

From the point of view of goods traffic, the increase in the population 
and their requirements, combined with the greater area which is yearly 

being placed under cultivation, makes the outlook equally as promising. 


Railways in the Developed Zone 
In Argentina there are 22,919 miles of railway being operated’ by 
about twenty-one companies, very many of whom are British. One line, 
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the Buenos Aires and Pacific, traverses the entire country from east to 
west, ultimately crossing the Andes and joining the Chilian State line. 
It is thus possible to go across the Continent from Buenos Aires to Val- 
paraiso in a saloon carriage. A junction has also been made with the 
Uruguayan, Paraguayan, and Brazilian systems, placing the capitals 
of these States in railway communication with each other. 

A foreign commercial traveller visiting South America, and desiring 
to make calls in all the principal cities of the Continent, can, after stopping 
at Rio de Janeiro, from which 19,000 miles of railway radiate in all 
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AVENUE PAULISTA, CITY OF SAO PAULO, BRAZIL; ONE OF THY 
FINEST AVENUES IN SOUTH AMERIGA 


directions through the economically developed areas of Brazil, come down 
the coast in one of the palatial vessels of the Royal Mail Company, and 
drop anchor in Buenos Aires. From this great commercial centre nearly 
23,000 miles of iron-road give access to some forty large cities in Argentina, 
Uruguay, and Paraguay. Then the Transcontinental Railway, in a 
quarter of the time occupied in the long and unpleasant sea voyage 
round the Horn, will whisk him across the continent to Valparaiso, the 
great Chilian port on the Pacific, from which 8,000 miles of railway lines 
not only cover the developed areas of Chile but also link up with the lines 
on the lofty tableland of Bolivia. By way of this backward country, 
which has only 1,800 miles of line and about four or five large cities, a 
descent can be made to Lima and Callao on the coast of Peru. From 
these busy centres 1,800 miles of line traverse the coastal region and its 
twenty large towns of commercial importance. 
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When the other States of South America have to be visited the route 
lies by sea. Ecuador has only 450 miles of line, which connect the 
unhealthy but growing port of Guayaquil with Quito, the healthy highland 
capital, and a few minor towns en route. Colombia has about 800 miles 
of railway, supplemented by very extensive river navigation services, 
those on the Rio Magdalena affording communication with Bogota, 
the capital. Venezuela has only 550 miles of railway, but her two great 
rivers, the Orinoco and Apuré, alone afford 4,182 miles of navigation for 
steamboats. . 


American Competition 

If, however, the beaten track, as briefly outlined here, is left in order 
to visit the small towns of the less developed areas then time and money 
are required, and very often considerable hardship must be endured. 
It is not as well known as it should be that there are still several million 
square miles of quite unexplored forest and pampas, inhabited only by 
wild and semi-wild Indian tribes, in the dead heart of South America. 

This vast unexploited area will, at no far distant date, become the 
scene of great railway activity. American engineers have already 
planned a line from the Peruvian coast to Iquitos, and from the capital 
of Paraguay across the wild Chaco to Bolivia. It is interesting to note 
here that the first railway line to be constructed in South America still 
runs from Caldera to Copiapó, in Chile, and was built in the year 1851 to 
the order of Mr. William Weelwright, an American citizen, who realised 
thus early in the economic development of these countries, the many 
and profitable openings for railway lines. 

In the seventy years which have elapsed, 59,689 miles of line have 
been constructed. What increase will the next half-century produce ? 
Will Great Britain still control 85 per cent of the mileage? Perhaps it 
has not been made quite clear what the ownership of these lines mean 
to British trade. In addition to the requirements of rolling stock, 
permanent way, machine shops, and material generally, it implies that the 
English language is at least known at all important points along the 
tracks. Whatever the prosperity of these States may be in the future a 
measure of gain will find its way to English shores in the form of dividends 
and salaries. When properly used and exploited it means centres of 
propaganda for British trade. It provides that a share of the rising 
foreign trade and general prosperity of these countries An be directed 
to the factories of Old England for so long as our merchants and 
manufacturers will exert themselves to increase their oversea markets. © 

The Argentine railroads were built with English capital, and the 
same was the case with those of Brazil and Chile, where the majority 
of the roads are Government property, although, in this latter country, 
there is a group of lines, known as the “ Nitrate Railways,” which 
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traverse the saltpetre wastes of Atacama and Tarapacá, depending in 
large measure upon the production of nitrate of soda in these regions for 
their revenue, which have their headquarters in the City of London. 
Peru constructed her railways with national funds, but had to cede them 
to her British creditors. Bolivia has several lines which are merely 
extensions of the Chilean and Peruvian systems, but, in this very large 
and somewhat backward country, the United States commenced to take 
an active interest in the transport problem in the year 1909. 

It may be of interest to give here the beginning of American railroad 





THE FOGHEST POINT -ON THE CHNTRAL RAILWAY OF PERU 
Orossing the Andes at an elevation of 15,200 ft, 


interests in Bolivia in the words of the then (1910) Bolivian Minister at 
Washington. After reviewing the whole mechanical transport system 
of South America, and noting the foremost part played by Great Britain, 
he continued, ‘ Bolivia, then, is the first country (in this section of the 
sub-continent) where, in co-operation with the Bolivian national re- 
sources, American capital is being invested. It has been my aim, and 
I had the good fortune to succeed in interesting representative New York 
bankers in tho great work of giving life to my country by means of roads 
through rich deposits of minerals, and open to the world her virgin 
forests. My Government has concluded directly with the bankers a 
contract that is to-day being executed!’’ The lines referred to totalled 
about 863 miles, and all run eastwards from La Paz through the passes 
of the Cordillera Real, or Eastern Andes, down into the foothills and 
equatorial forests. Some of these lines have not yet been completed. 
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Concessions 

We now come to the opportunities existing at the present time for 
the construction of new lines. While it is impossible to give here definite 
information relating to specific and promising routes, which would become 
rapidly out of date, it may be advisable to conclude this survey of the 
South American transport system with a few particulars regarding the 
usual conditions imposed when a concession is granted. 

In Brazil it is necessary to lay before the “ Technical Commission ”’ 
plans of the exact route and all details of the proposed construction and 
after-working of the line, together with specifications of the land necessary 
for all purposes, and the various localities in which it is required. All 
applications for railway concessions must finally pass before Congress. 
A very frequent condition is that special areas of land alongside the 
railway line, and granted free for the purpose, shall be brought under 
cultivation by colonists introduced into Brazil by the proprietors of the 
line. These railway colonies are subsidised by the Government in three 
ways: (1) for each wooden house erected 200 dollars is paid to the railway, 
and (2) for every- family settled on the land 100 dollars is given at the 
expiration of six months, and 200 dollars at the end of the first year. 
As an additional inducement to the railway company to form these 
isolated colonists into groups on their own land 5,000 dollars is paid 
when fifty families have been settled in one region and have received 
definite titles of ownership to the land they occupy. 

Under the laws which regulate the granting of railway concessions 
in the Republic of Chile, practically all tariffs, rules of transportation, 
plans for proposed branch lines, subsidiary undertakings, and the other 
many important questions which vitally affect both the State and the 
railway company must first be submitted to the Government for approval. 
Should the construction of the line not be commenced, or completed, 
within the time stated by the concessionaire in the application paper, 
the law granting the concession is annulled. This undoubtedly is a wise 
regulation as it prevents concessions from being obtained and the works 
being delayed for several years, or not carried out at all. 

The great and pressing problem of South American development 
has its solution in the extension of the railway systems. The commercial 
supremacy which Great Britain has hitherto enjoyed in these rich fields 
is due, in large measure, to her enterprise in supplying transport facilities 
in the past, and a continuance of this commercial prosperity in the future 
depends upon a renewal of railroad activity in the tmmedsate present. 
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Five-minute frankness among the leadera of the office equipment field. A novel 
after-dinner symposium. 


The Association of Office Equipment 


Manufacturers 


City Business Men “ Talk Things Over ” 


HE other evening, in the Connaught Rooms, off Kingsway, there 

was a large and representative gathering of the English Office 
Equipment world, when fifty-two members of the Association of Office 
Appliance and Equipment Manufacturers and Traders, together with their 
guests, assembled for their second annual dinner. 

Mr. W. H. Hartley, of the International Multigraph Co. (Chairman 
of the Association) presided. After a musical entertainment, he 
announced “five-minute speeches,” adding that the Association had 
extended remarkably, and if the business men present wanted it to do 
all that it could do then it was up to them to support the Association 
for all it was worth. Members could benefit greatly by exchanging 
ideas, and he gave several examples of matters in which the co-operative 
spirit of membership would make itself felt. They must organise to 
make the thing a big success. One of the principal aims of the Associa- 
tion was to prevent one firm being played off against another, either by 
advertising people or by promoters of exhibitions. 

Mr. H. E. Robbins (Comptometer) spoke on “ Why we should 
co-operate,” and said that one of the chief aims of the Association was 
to make itself felt in connection with Trade Exhibitions. He believed 
that the Office Appliance Trade was in a splendid position to render 
great services to trade generally. 


A New Form of Clearing House 

Mr. S. D. Parker (Kardex Visible Card System), speaking on “ How 
we can improve our business,” said that one of the faults of bad trade 
was that good men were lost to the industry-—their services had to be 
dispensed with, and he urged that when times were bad all should try 
and do their utmost to keep their man-power at the highest possible 
pitch. He suggested a clearing house for the exchange of such employees, 
so that a good salesman with the machine mentality, should he leave 
a system house, would find an opening. 

Mr. Thompson (Woodstock Typewriter) said that everywhere business 
men were trying hard to keep down expenditure, but in the long run, 
perhaps, this policy re-acted on themselves. A face of unfailing optimism 
should be presented at all times. Touching the matter of exhibitions, 
he felt that Cannon Street Hotel, or some such building in the heart of 
the City, would be more suitable than Olympia. 
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“ Optimism ” was defined by Mr. Thomas Dixon (Dictaphone Co.) 
as the only thing that could save the country at-the present time. 


A Novel Suggestion | 

Mr. Halsby (Protectograph) defined optimism as “ keeping up one’s 
pecker,” and at the suggestion of this gentleman, all members and guests 
stood in turn and introduced themselves to the meeting in order that 
each might know the other better. 

Mr. W. J. Richardson (Barlock Typewriter Co.) felt that courage ma 
optimism went hand in hand—he believed that the newspapers were 
doing a great deal of harm by devoting columns to showing how orders 
were being lost to foreign competition, and by deploring continually 
the fact that we could not produce as cheaply as our competitors. 

Mr. W. W. Fortune (Libraco Ltd.) suggested that the Association 
should organise their own exhibitions, and the Chairman said that 
this question was at the very moment being very seriously considered 
by the Association Executive. 


“ Optimism a Form of Laziness ” 

The outstanding feature of the remarks of Mr. F, W. Shannon 
(Shannon Ltd.) was that members should not cut their prices after making 
estimates. This he was sure was detrimental to the best interests of the 
trade, because people felt that if estimates were departed from they 
_ were being charged too much. A man should make his price and stick 
to it. He did not think they should altogether believe in optimism as a 
driving force, and felt that too much optimism was a form of laziness, 
whilst he defined a pessimist as a man who wears braces and a belt. 

Mr. Thomas Dixon moved that a deputation should be sent to 
the editors of the various newspapers, asking them to alter the tone of 
their editorials in regard to trade matters, and this proposal being seconded 
by Mr. Shannon, was carried. 

On the suggestion of Mr. J. M. Levy (Kardex), Mr. L. M. Barman 
proposed and Mr. E. Jackson seconded a proposal, which was carried, 
that the Executive prepared the necessary information and approached 
the Postmaster-General as a deputation in order to point out to him 
how high postage, affected trade and the best interests of the Post Office 
and the community, ` 

Mr. A. C. McLelland (Vick, Ashworth & Co., Ltd.) moved a vote of 
thanks to the Chairman. 
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Present Day Costing Problems 


By E. W. NEWMAN, A.C.A. 
Author of “The Theory and Practice of Costing” 






The measurement of selling and distribution expenses in connection with individual 
products—-one of the most difficult problems of cost accounting—is here helpfully 
discussed. The writer urges upon manufacturers the great value of sales classifica- 
tion, and, in conclusion, presents a definition of what are legitimate cost expenses, 
and what should be regarded as a charge against profit. 







3. Selling and Distribution Expenditure 
oe two primary functions of a manufacturing business are Produc- 
tion, and Selling and Distribution. The last article dealt with 
producing expenditure, the natural divisions into which this expenditure 
falls, and the advantages of observing these divisions in Accountancy 
being discussed and illustrated. 

It is proposed now to consider the Selling and Distribution Expendi- 
ture. The necessity of keeping Selling and Distribution Expenditure 
distinct and separate from Manufacturing Expenditure has already been 
referred to briefly. In the ordinary form of financial accounts, this 
entire separation is not usually attempted. An endeavour to make even 
a partial separation is, in fact, rarely made, and Selling and Distribution 
Expense remains intermixed with Manufacturing Expenditure under the 
conventional classifications with which we are all so familiar. For ex- 
ample, printing and stationery expenditure is collected under one classi- 
fication without regard to the uses to which the printing and stationery 
is to be put. The salaries of salesmen, travellers, and forwarding clerks 
are collected under a classification which probably includes all salaries, 
part of which relates to manufacturing functions. Depreciation of 
delivery vehicles is included in the general depreciation charge. 

These practices show that the need for separating Selling and 
Distribution Expense from all other expenditure is not generally realised. 


Reasons for Distinguishing Selling from Manufacturing 

Expenditure 

Why is this separation necessary ? There are several reasons. The 
first of these i» that no relation exists between the cost of manufacturing 
and the cost of selling. This fact is less obvious in some industries than 
in others, where the sale of products requires technical knowledge 
of the manufacturing processes, and the operation of selling carries 
with it the need for consultation and co-operation between the 
buyer’s representative and the seller’s manufacturing department. 
Where this is the case, the distinction between Manufacturing and Selling 
is not so well defined as in other cases. Nevertheless the distinction 
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exists. In large manufacturing organisations, full technical knowledge 
is essential to salesmen. This knowledge is usually acquired from actual 
experience in the workshops. It enables them to meet the objections 
of possible purchasers to features of the saleable products, or to point 
out their advantages from a technical standpoint. Advice upon technical 
points which customers may require is given by the salesmen themselves 
without recourse to the technical departments of the business. Other 
technical services are rendered to customers by sales staffs, varying: 
with the nature of the businesses which they represent. But the fact 
that they are technical services does not make them any the less part of 
the Selling Expense. They are services which are incidental to selling, 
and their cost is unrelated to manufacturing cost, although they may be 
related to the special character of the manufacturing operations. Where 
these technical salesmen perform these selling functions, this fact is clear 
enough. It is only when duties incidental to manufacture and sale are 
performed by the same individual that the distinction is less clear. 


Influence of Selling Expense on Total Cost 

It is often the case that those engaged in the administration of the 
manufacturing departments are not concerned_in any way with the 
selling activities of the business. They have no control over the Selling 
Expenditure, nor do they assist in the formation of selling policies. The 
selling policies may be wholly mistaken. They may be extravagant. 
On the other hand, the manufacturing functions may be conducted with 
skill and economy. From the point of view of financial control, therefore, 
the Expenditure of Selling and Distribution should be separated from the 
Expense of Manufacturing. Fluctuations may then be observed, and 
the effect of policies upon expenditure clearly ascertained. If these 
policies have to do with selling, their effect will be observed on the Selling 
Expenditure. If they have to do with production, their effect will be 
seen upon the Production Expenditure. If, however, no such separation 
is made, many tendencies will go unobserved, and the cause of fluctuations 
in expenditure cannot be promptly and clearly ascertained. 

It is necessary also to consider the influence of selling organisations 
upon the cost of individual products, if the accounting of Selling and 
Distribution Expenditure is to be arranged with due regard for the uses 
to which the records may be put. Many selling organisations are very 
complex in character. The range of goods which they endeavour to 
market is so wide that the allocation of the cost of selling articles of widely 
different type becomes a matter of very great difficulty. While it is true 
that the majority of manufacturing businesses may be considered to fal] 
into more or less well defined classes of industry, the range of goods falling 
within each class is still too wide to admit of a uniform method of allocat- 
ing Selling and Distribution Expenses to each type of product. If we 
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consider, for instance, the almost infinite variety of goods produced by 
the single manufacturing organisations in the electrical industry, we at 
once realise that the cost of marketing these products is also a variable 
quantity. The largest type of electrical plant and the smallest type 
of electrical switch may be marketed together. It is obvious, therefore, 
that within such a selling organisation, expenditure is incurred which 
is specially connected with certain classes or divisions of the saleable 
products. It is necessary to isolate this expenditure so that the selling 
costs of goods in respect of which the expenditure was incurred may be 
charged, and the selling costs of other products relieved. Expensive 
advertising compaigns are often arranged in order to promote the sale 
of a single type of article. In such a case the cost of the campaign should 
not affect the selling costs of articles which receive no benefit whatever 
from the advertising. 


Influence of Distribution Expenses upon Total Cost 

The cost of distributing different types of articles also varies. Some 
require to be specially packed, others require no packing at all. The 
delivery of a large piece of electrical generating plant requires special 
attention and care, and is attended with no little risk. 

Many engineering businesses maintain their own foundries for the 
supply of castings to their own machine shops. Castings are also supplied 
to outside consumers. The selling organisation is therefore concerned 
with engineering products and also with castings. It is scarcely necessary 
to point out that important differences in selling and distribution costs 
would attach to each of these classes of products. Castings require very 
little packing as a general rule. Many of them require no packing at all,. 
although they may require careful handling, but engineering products 
may require to be specially packed, and the bulk of them would probably 
be delivered in crates or packing-cases. These differing conditions require 
to be observed in the methods of recording Distribution Expense. 


Conditions Affecting Selling Costs 
Another important factor also has to be borne in mind. The expense 
of manufacturing an article is governed by the nature of the article itself, 
and the costs of the separate services engaged in its production remain 
in fairly conétant ratio to each other. But no such rule can be stated 
regarding the cost of selling and distributing that article. The cost of 
selling and distributing the same manufactured article is dependent on 
three conditions— 
1. The market in which the sale is effected. 
2. The methods adopted to effect sales. 
3. The amount of selling effort required to induce sales. 
Differences in markets have an important influence upon the costs 
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of selling and distribution. Take, for instance, the export trade and the 
home trade. Probably most manufacturing businesses dispose of their 
output in both of these markets, and the conditions attaching to each 
may be broadly stated thus. In the export markets orders for manu- 
factured products are usually placed for larger average quantities than 
is the case with the home market. Also the terms of credit are shorter. 
A manufacturer may secure his export orders by direct representation 
in various foreign markets. He may also have a selling staff engaged 
exclusively in promoting sales in the home market. A special clerical 
staff may deal exclusively with the invoicing and dispatching of goods 
to foreign markets. Here, then, we have parts of the whole selling and 
distribution expenditure attaching to the selling activities in either 
market, but not in both. 


Measuring Selling Expense in Relation to Individual 
Products 


Selling organisations on the whole exhibit greater differences than 
manufacturing organisations, and the measurement of Selling and Distri- 
bution Expense in connection with individual products is a matter which 
has received little attention in the past. The measurement is always 
difficult. We can make it less difficult by suiting the accounting 
mechanism to the special conditions of each case. 

In deciding upon suitable accounting methods for the recording of 
selling and distribution expenditure, two of the features above mentioned 
should be specially borne in mind— 

1. Differences in markets. 
2. Differences in classes of goods. . 

In connection with the first factor, what is necessary is to distinguish 
the special expenditure incurred in each market, while with the second 
factor we need to identify the special expenditure applicable to each 
class of product. 

Dealing, first of all, with Selling and Distribution expense as a whole, 
we have to consider what are the main divisions which may be most 
usefully observed for accounting purposes, having regard to what has 
already been said. Applying the principles laid down in connection 
with the segregation of manufacturing expense, there are‘strictly two 
services comprised in the functions of sale. These are— 

1. Selling service. 
4. Distribution or delivery service. i 

There is expenditure, however, which does not conveniently fall into 
either of these divisions on account of its general nature. This expendi- 
ture has to do with such services as are performed by the general manager, 
a board of directors, and auditors. There are also the supplies connected 
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with these services, such as printing and stationery, travelling expenses, 
and the maintenance of office equipment. There is also the cost of 
accommodation which includes the rent and rates, cleaning, lighting, and 
heating of the offices. The services of the general staff are really con- 
cerned with all three primary functions of a manufacturing business, 
namely, production, sale, and distribution. Some of the members of 
the staff will perform services which fall entirely within one of these 
functions. Where this is so, the cost of such services should be so charged. 
There will remain, however, a residue, the apportionment of which to 
separate services is impracticable. Consequently, the three main 
classifications into which it is found convenient to divide the Selling and 
Distribution Expense are — 

1. Selling service. j 

2. Delivery service. 

3. General: administration service. 

Under each of these main headings convenient sub-divisions may be 
arranged. Turning to.the statement on page 221 it will be seen that the 
Selling service embraces all expenditure of a purely selling nature; the 
Delivery service comprises all expense of packing and distributing, 
whether the distribution is effected by means of transport vehicles owned 
by the business itself or by means of the outside services of common 
carriers. ” 

Under the heading of General Administration is included expenditure, 
the nature of which has already been outlined. 

: The statement shows total Selling and Distribution expenditure 
divided into— 
1. What is general in relation to all sales, and which may possibly 
be considered to fall evenly over total sales effected. 
2. What is special to particular markets. 
3. What is special to particular classes of goods. 

It has been assumed that there are two classes of goods to which 
special expenditure is attributable. 

A statement of this kind is usually all that is required. If it is felt 
sometimes that it falls short of what is needed, it is, nevertheless, appar- 
ently all that it is practicable to arrange, and by its aid the allocation of 
reasonable Selling and Distribution rates to different classes of products, 
sold in differené markets, and involving varying degrees of effort and 
expense, is facilitated. 


Classification of Sales 
A comprehensive classification of the sales of a manufacturing business 
is rarely undertaken. It is a striking fact that practically all the large 
distributing houses have for many years, and at trifling cost, recorded a 
continuous analysis of their turnover. This analysis is a classification of 
219 








Business - Organisation - and - Management 





commodities, and is regarded as an essential part of the accounting 
control of distributing businesses. Many manufacturers, however, 
would regard this as impossible. Others would consider the preparation 
of such statistics as very costly. Yet our large retailers have discovered 
a use for these statistics which could be applied with equal benefit to 
the selling organisations of most manufacturing businesses. It is obvious, 
also, that what can be done cheaply in this direction by retailers can be 
done more cheaply by manufacturers having regard to the larger quantities 
per unit which characterise their transactions. 


What is Total Cost? 

Before leaving this subject, it should be observed that the total 
Manufacturing and Selling and Distribution Expense should comprise all 
the expenditure of these two functions. What should be included in 
costs and what should be regarded as charges against profit is often the 
subject of discussion, and much difference of opinion exists in this direc- 
tion. Attempts have been made from time to time to formulate definitions 
embodying principles which all may follow. These principles, it is 
suggested, might be stated thus— 

1. Cost should include the remuneration of all services which 
are incidental to production and distribution. 

2. Profit should provide for the remuneration of the total capital 
at stake in the business, commensurate with the risks incidental to all 
industrial enterprise. 

By capital is meant not merely the share capital, or capital of other 
denomination, but the ‘whole capital of the business, that is to say, 
the total assets less liabilities in respect of credit obtained free of 
interest. 

These definitions are helpful in deciding what is expense incidental 
to production and sale, and what isnot. Their adoption makes necessary 
the provision for all services rendered to the business, including those of 
proprietors or directors having a controlling interest. This provision, 
however, should not include excess remuneration paid to privileged 
persons, but remuneration at reasonable commercial rates having regard 
to the nature of the services. 

In the light of these definitions, also, it will be clearly seen that items 


such as— t 
1. Interest on bank overdrafts; 3. Debenture Interest; 
2. Income Tax; 4. Dividends on Preference Shares; 


all of which are sometimes found included as specific items in overhead 
expense, are not payments for services which fall within the above 
definition. Income Tax is obviously an appropriation of profit by the 
State, while the remaining items represent payments of remuneration 
to a part of the total capital at stake in the business. 
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The treatment of Interest on Capital, however, requires special 
consideration, and will be dealt with in a separate article. 


STATEMENT OF SELLING AND DISTRIBUTION EXPENDITURE 











South America Australia | Home 
Description Total PORE meee Gen- 
| 1 | 2 i 1/2 a ee ee | ee 
Selling Expe £14) 41 £ £| £1 £1 £1 € £ £ 
Rent, Rates, Insurance .| 300 50 145 
Salaries and expenses o 
Sales Staff ‘ i .| 2,478 1200 300 | 150| 85 | 300 | 250 | 150 | 1,000 43 
Commission . ; .| 1,077 1100| 75| 62] 29| 39 382 29 
Advertising, Printing and 
Stationery . .| 1,323 1216| 80] 100 49 298 | 178 
Salaries of Correspondence 
and Invoice Clerks . .| 354 45 264 
Sundries ; $ 92 | 10 5 8 17 30 
Delivery Expense-— 
Wages and Salaries o 
Packing Room Staff .| 664 | 30| 49| 26| 15] 46 308 
Packing Cases & Materials .| 629 | 47| 10] 73 46 247 
Rent of Packing Room  .| 100 100 
Carriage and Freight .| 309) 18| 6] 10] 20| 36 84 
General Administration—. 
Rent, Rates, and Insurance 
of Offices 3 i .| 289 i 289 
Salaries .| 1,649 | 1,649 
Printing and Stationery | .346 346 
Postages -| 280 280 
Professional Charges . : -| 100 100 
9,990 621 | 220 | 671 | 214 | 309 | 641 | $68 | 2.745 3,044 





Prosperous New Zealand 


OTWITHSTANDING the’ world-wide stringency, New Zealand is in a sound 

financial position. According to‘Mr. Massey’s Financial Statement, presented 

to Parliament on the 4th of last month, the revenue was {28,128,730, leaving a 
surplus of revenue over expenditure of (6,132,230. 

The revenue is £6,500,000 in excess of the estimated receipts and £8,000,000 
over the revenue of the previous financial year. More than half this excess is due 
to an extraordinary increase in the value of imports for the year ending 31st March 
last, the result of the filling of delayed orders. 

The value of imports for the year was {67,463,000, of which 46°4 per cent was 
from Britain and 19°1 per cent from United States. Exports totalled £48,219,000, 
of which £43,000,000 represents value of primary products. 

There has also been a serious drop, said Mr. Massey, in the price of wool and 
other staple products. In these latter respects a change for the better has now 
taken place, and the feeling is growing in the Dominion that the country is over the 
worst of its troubles. The season entered upon promises to be one of the best for 


many years. 
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The Square Peg in the Round Hole 


By FRANK WATTS 


OONER or later, the well-worn cliché about the square peg in the 
round hole, as expressive of the maladjustment of the human factor 
in industry, will either have to take on a somewhat modified meaning 
or else drop out of the currency of everyday speech altogether. If it 
implies that there is a place in the industrial world where, provided we 
could only find it, we might each of us fit perfectly without further need 
for anxiety, then those who cherish such a belief are doomed to dis- 
ilusionment. The psychologist, who has been called in to assist in what 
will be no less than the miracle of allocating without error the right men to 
the right jobs, is not faced with the relatively simple task of measuring 
the diameters or cross-sections of human pegs and of specifying the holes 
appropriate for them. In this matter it is becoming increasingly clear 
that both pegs and holes possess, like all living things and their belong- 
ings, the disconcerting habit of changing form and quality from time to 
time. It 1s questionable, moreover, whether some of the holes were 
ever intended for occupation by pegs of the human variety. 

When, therefore, the educationist tells us that he is, turning out 
pegs by the million all eager to find the one and only place. destined 
for them, and when the economist demonstrates that there is tremendous 
wastage because these places are not being found, it is unsafe to con- 
clude that all we require is for the psychologist to come along and, with 
a wave of his wand, sort out a sadly muddled world. 

In common with many others in the past few years, the writer has 
been gaining experience in the practical work of applying psychological 
tests In industry. His experience is, of course, that of a single indi- 
vidual, but it leads him to think that psychological tests for the dis- 
covery of vocational aptitude, probably of a kind much superior to 
those we have to-day, will become an indispensable part of the machinery 
of a properly organised community. 


Difficulties of the Industrial Psychologist 


In an imperfect world with imperfect tests, however, there are bound 
to be difficulties. To give an illustration. The method of the writer 
has been to attempt to devise tests which would grade a representative 
group of the workers in an industry in much the same order as that in 
which they stand with respect to their actual trade skill. What is 
usually found is that when the conditions of work are satisfactory, then 
the value of the psychological test cannot be gainsaid. Yet a boy, with 
all the natural qualities making for success in an occupation, will do well 
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in the psychological test, as, of course, he should do, but be placed low 
among his fellow-workers by his foreman or instructor. And why? 
Because the physical and social environment of the workshop, the type 
of discipline in being, the opportunities existing for promotion, and so 
on, are not such as to encourage him to work continuously at the level 
of maximum capacity. 

This simple fact complicates enormously the task of ensuring that 
our tests are thoroughly reliable. To the outsider a test may appear 
to be useless for the absurdest of reasons. I have had tests condemned 
on the ground that they did not place the son of the assistant foreman 
first, others because they placed boys high who were careless of the 
property of the firm who employed them. It will be obvious, however, 
to any thinking person that the psychologist can do no more than 
indicate whether or not a person has the gifts which ordinarily make 
for success in a given occupation. With such gifts his eventual success 
or failure may depend upon a thousand and one things over which he 
has no control. To say, to take an extreme case, that the psychologist 
must stand or fall by his ability to find the right persons for occupa- 
tions which can never be filled satisfactorily by any intelligent human 
beings, is to say that his primary function is to act the part of a docile 
servant to the employing classes. That is not his idea of a useful career. 


The Reservoir of Incentive 


As an example of the fact that as much will depend upon the con- 
crete nature of an occupation, if success is to be achieved, as upon the 
natural gifts one possesses, our recent war experience may be adduced. 
During the war, there was a vast reservoir Of incentive available from 
which every patriot in his hour of need drew strength and sustenance. 
Men and women found themselves able to carry through tasks which 
would have been impossible in normal times. Unhappily this reservoir 
seems to be becoming exhausted. But as long as it could be, tapped, 
the psychological selection of men for various specialised tasks, both 
here and in America, whenever attempted, went on successfully. 
Effective selection, then, would seem to depend upon the maintenance 
of a high level in the reservoir of incentive. The psychologist cannot 
be looked to to fill the reservoir; he can only suggest how the outflow 
may be economised. He can analyse an occupation and say what 
mental charasteristics are required in it, but these in their turn will 
_ function healthily-and efficiently only if the environment of the workshop 

is favourable to them. ` 


The Educationist and Vocational Selection 
The writer feels confident that we shall be able eventually to devise 
large numbers of vocational tests which will be of real service to the 
industrial organiser and the vocational counsellor. But there is work 
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for the educationist and the economist as well as for the psychologist 
in the vocational guidance of youth. One of the great drawbacks to 
our present system of education is that as a result of it the adolescent 
must blunder too suddenly into industry, often at the first available 
opening, without knowing what sort of world he is entering. The boys 
of an earlier and simpler age than ours were usually fully acquainted, 
not only with the vocational opportunities of their neighbourhood, but 
also through actual experience with something of their own potentialities 
in regard to them, before it was too late. In this respect to-day the school 
and the workshop are too much divorced. Our boys and girls should 
be enabled to get a wider knowledge of the possibilities which await 
them in the world of industry, either by means of lectures, or the cine- 
matograph, or occasional visits to works. A census of the opinions of 
boys and girls as to what constitutes the ideal occupation for them 
would probably show a lamentable lack of variety. Ninety per cent 
of boys, I understand, want to be engineers. Now it would be futile 
to employ the method of psychological selection if still there lingered 
at the bottom of the minds of those who could never become successful 
engineers the morbid conviction that they really could be if given a 
chance. The psychologist can perform his part only if the educationist 
and the economist perform theirs. It is for the educationist to bring 
the school and the world of industry into a more vital connection, and 
for the economist to urge insistently that it is both individually and 
nationally wasteful to employ human beings permanently in attendance 
to unintelligent routine work. In other words, this problem of fitting 
the right man to the right job will probably turn out to be nothing less 
than that of remodelling our present social system from top to bottom. 


Openings for British Trade in America 


NOSY that there are many evidences that the lowest point in the trade depression 

has been passed, and that the American people will soon again become the 
greatest consumers of manufactured goods in the world, Mr. R. Frothingham, 
Secretary of the American Chamber of Commerce in London, asks why do not more 
British firms go into this rich market ? He points out that many articles sold for 
consumption in England are equally suitable for the American market. Americans ~ 
as a people place reliance in advertised goods; they buy advertised products, and 
ask for them by their trade name. Ifthe answer be given that the tariff is prohibi- 
tive, Mr. Frothingham points out that in many lines the market is well worth while 
investigating and entering in spite of tariffs, as will be seen by the number of British 
firms now carrying on an extremely successful business in the United States. Those 
who intend to enter the market in earnest must either make connections with an 
existing firm, whose knowledge of advertising and selling has’ stood the test of 
competition, or else must go into the American market on their own, and be prepared 
to adopt American selling methods. Meantime, it should be noted that the Ameri- 
can Chamber of Commerce, 8 Waterloo Place, Pall Mall, S.W., will gladly discuss 
with individual British manufacturers the possibilities of the American market for 
their goods. 
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The Limitations of Wireless 


By Lr.-Cor. ©. G. CRAWLEY, M.I.E.E. 


Communication by wireless has progressed so rapidly during the last few years, 
and has been so shrouded in the secrecy of war, that this article, in which the writer 
takes stock of its actual attainments at the present time and considers its advantages 


and disadvantages from the commercial point of view, compared with the older 
methods of communicating by line telegraphy and telephony, is of special interest 
and importance to business men. 





HE general principles of wireless and of line working are very 
similar. In the latter, electric currents are sent along a wire 
from the sender to the receiver, the energy being transmitted at a speed 
of about 180,000 miles a second, that is to say, instantaneously for all 
practical purposes ; and in the former, electric waves are sent through 
space from the sender to the receiver at about the same speed. 


Secrecy of Wireless: Important Recent Progress 

The first great similarity between line and wireless is, therefore, the 
speed of travel, the first great dissimilarity, the connection used: in 
the one, a wire ; in the other, space. The advantages of a wire are that 
the messages can be sent, if desired, to one receiver only, whereas in wireless 
the messages are sent into space, and can be picked up by receivers other 
than those for which they are intended. This fact, though obviously 
useful for transmitting simultaneously to many receivers, looks at first 
sight to be a very great drawback when secrecy is important, as is so 
often the case in the business both of governments and of individuals. 
The progress in wireless of recent years has, however, improved matters 
to an extent not yet generally realised. 

The chief development of recent years which assists materially 
towards secrecy is that of high speed working. By high speed is meant 
a speed of over, say, 30 words a minute, which is as fast as messages 
can be sent by hand, and received by ear; in other words, high speed 
working is such as entails the use of automatic transmitters and receivers. 
When working is carried out in this way the messages cannot be tapped 
without considerable difficulty and the use of expensive apparatus. 
This gets rid of the casual eavesdropper, but does not prevent any 
well-equipped station within range from being able to read the messages, 
though, even then, the use of code instead of plain language will make 
it exceedingly difficult for the intercepting station to obtain much 
information. Another development tending towards secrecy is direc- 
tional transmission; that is to say, stations can now be designed so as 
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to send messages in one direction better than in any other, so that the 
electric waves can be concentrated, to a certain extent, towards the 
receiving station instead of being radiated out into space in all directions. 
This bogey of secrecy as a disadvantage of wireless is, in fact, usually 
overdone, and especially is this apparent when comparing wireless with 
land line working through countries of various nationalities, where the 
messages pass through many hands. In the case of direct submarine 
cable communication it is a different matter, and there is no doubt that 
from the secrecy point of view cables have a distinct advantage over 
wireless. High speed wireless working has only now reached that 
stage of development when its use for everyday commercial purpo es 
is becoming practicable, and at the present moment much of the long 
distance wireless work is still being conducted at hand speed, though it 
is quite certain that, in a very short time, this will no longer be the 
case, as working at hand speed over long distances is not a paying 
proposition. A number of long distance wireless circuits are being 
worked, under good conditions, at about 50 words a' minute, and some 
medium’ range ones of a few hundred miles, at about 100 words a minute. 
But this is only the commencement, and it is on this line of develop- 
ment that wireless may reasonably be expected to compare favourably 
with cables before very long. At present, the 50 words a minute 
under good conditions for wireless does not compare well with the 50 
words a minute which can be obtained by long distance cables under 
normal conditions, and the same may be said of the 100 words a minute 
for wireless medium range working, compared with land line working. 
Besides secrecy, however, the dissimilarity in the connection between 
sender and receiver, viz., wire and space, entails other important matters 
for comparison. ' 


The Jamming Dificulty 


In the case of line working, obvious mechanical difficulties may occur, 
the greatest being that the wire may break, thus severing all com- 
munication for possibly a long period, unless there are alternative routes. 
Other troubles include, first, leaks of the current to “earth,” due to 
electrical connections occurrmg between the wire and the ground or sea, 
and, secondly, the currents produced in the wire by atmospheric electrical © 
discharges causing false signals, or, as it is called, “jamming ” of the 
messages: Now wireless is free from these troubles with the exception of 
jamming by: “ atmospherics, but this defect in the case of wireless is very 
serious indeed, and is, in fact, the one really great disadvantage of wireless 
compared with line working. Wireless messages are transmitted by 
creating electrical disturbances in space, and are thus easily “ jammed ” 
by natural electrical disturbances or discharges, such as occur frequently 
in warm weather in these latitudes, and very much more frequently and 
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strongly in tropical countries. In extreme cases, as occasionally in some 
tropical countries, atmospherics are troublesome in line working, but 
in long distance wireless they are always very troublesome, except in 
temperate climates in the cool weather. 

The number of infallible inventions for “ eliminating ” atmospherics 
are legion (Mr. Marconi announced the latest quite recently), but the 
trouble is still, unfortunately, sufficient to create in the business mind 
that suspicion under which long distance wireless working has laboured 
ever since Mr. Marconi sent the first message across tHe Atlantic in 
December, 1901. There is no doubt that the jamming caused by 
atmospherics has been lessened to a very great extent during the last 
few years, and that progress in this direction should become even more 
rapid now that so many high power stations have been completed and 
are available for experiments. 


High Power Wireless and Commercial Work 

In this country, at the moment, there are two trans-Atlantic stations 
owned by the Marconi Company, viz., Carnarvon and Clifden, and one 
Post Office station at Leafield, near Oxford, which was opened in 
August for communicating mainly with a similar Post Office station 
now being completed in Egypt. It is intended, however, to establish 
as soon as possible a chain of high power stations for the Empire, in 
accordance with the recommendations made last year by a Committee 
appointed by the Government, and the scheme is now being worked out 
in detail. The recommendations were to the effect that Government 
high power stations should be erected in England, Egypt, East Africa, 
South Africa, India, Singapore, Hong-Kong, Australia, and probably 
Canada. At present in the United States there are eleven high power 
stations; in France, five; Germany, three; Canada, Russia, Italy, 
and Japan, two; Norway and Poland, one. 

It must be remembered that this is really only the beginning of high 
power wireless as a world-wide commercial proposition, and that much 
still remains to be done before long or even medium range wireless 
services can give traffic returns up to the standard of cables or land 
lines, a standard which has only been attained after many years of 
experience and experiments under actual working conditions. It is 
as easy as it is unprofitable to launch off into golden dreams of the future 
of long distance wireless communications, dreams which, luckily for 
many of the dreamers, will have been long forgotten before the time 
can arrive when they will be put to the test. Many of us must 
remember our own dreams when wireless messages were first sent 
across the Atlantic twenty years ago, and most of us will ask 
for another year, or two, and then—well, perhaps it is better to 
“wait and see.” 
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Commercial Practicability of Wireless Telephony 


So far, we have been thinking of long range telegraph working, but 
what of the telephone? Here we are on even more uncertain ground, 
because there are no long range wireless telephone stations at all in opera- 
tion. Long range land line telephony is now, at last, coming to its own, 
due to the invention of the same piece of apparatus which has made 
long range wireless telephony possible. This apparatus has the resound- 
ing title of the Three Electrode Thermionic Tube, but consists merely of a 
tube somewhat similar to an electric light bulb with two metallic elements 
inside it in addition to the filament. This tube was invented by Dr. De 
Forrest, in 1906, in the United States, and has since then naturally 
undergone many modifications. In wireless, the tubes can be used for 
the transmission of signals or speech as well as for amplifying the 
current at the receiving station, that is, increasing the strength of the 
signals or speech received, in which latter manner they are used also in 
line telephony. It was by means of these tubes at both sending and 
receiving stations that wireless telephone messages were first sent across 
the Atlantic from Arlington, near Washington, to Paris, in 1915, the 
messages being sometimes read even at Honolulu, a distance of about 
5,000 miles. Submarine telephony by cable is not practicable for these 
long ranges, and for transoceanic work great developments in wireless 
telephony may be expected. At present, the only real use being made 
of wireless telephony is for communication with aircraft, and nearly 
ali aircraft wireless sets can now be used either for telegraphic or tele- 
phonic purposes as desired. Merchant ships are not yet being fitted to 
any extent with wireless telephony, and thereis, in fact, no commercial 
service in operation anywhere over even short distances, with the 
exception of one or two experimental services in the United States and 
on the Continent. In this country, last year, the Press Association 
carried out trials to test the suitability of wireless telephony for the 
dissemination of press news, but they considered that the results obtained 
did not justify its adoption. The chief drawbacks to wireless telephony 
in its present stage of development are that the mutual interference, 
or jamming, of messages, as well as jamming by atmospheric electrical 
disturbances, are even greater than in the case of messages sent by 
wireless telegraphy, and that the consumption of electrical power is 
also greater. The first trouble means that jamming by atmospheric 
disturbances is very serious indeed, and that it is impracticable to have 
a large number of stations within range of each other in operation at the 
same time; the second, that the cost is higher than with wireless tele- 
graphy. The notices concerning wireless telephony which appear from 
time to time in the newspaper press are invariably of the golden dream’ 
type just as they were in the early days of wireless telegraphy ; and as the 
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business man finds that no facilities are offered to him for using a 
wireless telephone, so does he become suspicious as he did years before 
in the case of wireless telegraphy. He feels that something is wrong, 
and for want of another scapegoat he turns, as usual, to the everlasting 
stupidity of the Government of the day. 


Great Future Possibilities 

In looking at this:somewhat sombre picture of wireless telephony, we 
must not forget that it is only in its infancy and that it has two attributes 
of the greatest importance: first, the receiver is connected to the sender 
by space, which costs nothing ; and secondly, there is no voice distortion 
such as makes long distance submarine telephony impracticable. With 
these outstanding fundamental advantages it is easy to foresee possi- 
bilities for wireless telephony far outdistancing those of line working, 
especially for transoceanic communications, and for “ broadcasting ” 
messages, that is, sending the same message simultaneously to a large 
number of receivers. 

In this short comparison of wireless with line working only point to 
point communications have been considered, as line working is, of course, 
impracticable for mobile communications, such as those of ships and 
aircraft ; and it must be remembered that though there may be, and 
indeed there is, much discussion on the merits and demerits of wireless 
compared with line, there can be no discussion about the communications 
of ships and aircraft, where wireless reigns supreme. 


Government Helpless to Revive Trade 


Labour as a political movement looks to the Government 
to revive trade. They will be disappointed, because no 
Government can revive trade. On the employers and the 
workers lies the main responsibility of trade restoration, 
and on their combined performance employment depends. 


—tLord Weir. 
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Curbing the Retailer 


Protective Measures of the Past against Extortion 


N the course of a recent lecture to the members of the Leicester Chartered 
Accountants Students Society, on the subject of “ The Conversion of a Business 
into a Private Company,’’ Mr. Herbert W. Jordan, managing director of Messrs. 
Jordan & Sons, Ltd., the well-known company registration agents, made an 
interesting reference to the protective measures which had been adopted by the 
community in the past against the rapacity of retailers. 

Some people, he said, having uncomfortable memories of the time of scarcity 
during the war were somewhat prejudiced against profit-sharing, fearing that it 
would tend again to tempt employers and employees to exploit the community. 
The fear could not be said to be far-fetched, as (apart from the war period) isolated 
instances had occurred from time to time. Some twenty years ago, for example, 
manufacturers of metal bedsteads made an agreement with their workmen that 
the rate of wages should be determined by the market prices of the finished articles. 
As a result, the trade prospered immensely for a time—at the expense of the 
community, who found the price of the indispensable article steadily rising, until 
eventually the conspiracy was overcome by the reintroduction of wooden bedsteads, 
which caused the collapse of the iron “ring.” 

During the war, although there was no actual conspiracy against the consumer, 
“profiteering '’ occurred on a grand scale (without the stimulus of profit-sharing), 
and the community was fleeced by traders, except in the case of a few splendid, 
if involuntary, instances. But in those days there was so much superfluous 
“ fleece ” (or cash in the form of paper) that the operation was cheerfully submitted 
to. The obvious remedy for profiteering was competition, but that hardly existed 
under the artificial conditions which then obtained. Now conditions had changed, 
and few trades were free from competition. Even the coal industry was alive to 
the fact, and had seen the wisdom of reducing prices to some extent—foreign 
competition and the “strike” of domestic consumers exercising a persuasive 
influence. They would hope that a larger measure of wisdom might be displayed 
in the near future. If peaceful persuasion should fail, sterner measures might be 
resorted to. The coal trouble was always with us, and now and then, became, if 
not acute, a vital question. As far back as 1665 the rapacity of retailers had 
to be restrained by the Court of Common Council. In that year an Act was passed 
under which the City Companies were compelled to purchase and lay in coal during 
the summer and to sell it during the winter at prices fixed by the Lord Mayor and 
Court of Aldermen. This system, accogding to Noorthouck, the chronicler, was 
calculated to “ prove a much more prudent assistance to poor working families in 
hard weather than double the purchase money distributed gratuitously.” To-day, 
the trouble being at the source of supply and not in the distribution, a remedy of 
an altogether different character would have to be devised if the necessity should 
arise. In the long run the community was always able to protect itself against 
extortion wheresoever originating. 





“The real cost of unemployment to the nation is not the money which is paid for the 
maintenance of the uneniployed,-but the loss of their sérvices.” 
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Financial Revolutions 


By Sr Wintiam SounooLrmwa, K.B.E. 





In this article the Author deals with the national and commercial significance 
of the redistribution of Income and Capital that has taken place as a consequence 
of the war. He shows how the introduction of National Savings Certificates serves 
to correct some of the disturbing consequences of this inequality of distribution, 
and to turn it to personal and national advantage. It is further shown how 
saving makes more spending possible, and serves to diminish unemployment. 







AINLY as a result of the war, there has been a redistribution of 

the wealth of the country. The importance of ‘this change has 

not yet been fully realized, but it is well worth consideration: We may 
think of it in. relation to both Income and Capital. 

Before the war, a man with an estate worth £500,000 would have 
. paid out of each {1 of income about 4s. 6d. for income tax, super-tax, 
and the annual premium for an estate duty policy. . This would leave 
a balance of 15s. 6d. for his own expenditure. At the present time, 
. Income tax, super-tax, and the premium for estate duty policy would 
- cost about 13s. 6d., leaving 6s. 6d. for personal expenditure as against 
15s. 6d. before the war. The purchasing power of this 6s. 6d. is about 
half what it was before the war, so that, so far as a man with an estate 
of £500,000 is concerned, the effective income has been reduced in the 
‘proportion of from 15s. 6d. to 3s. 3d. 

People with fixed incomes have suffered partly from the decreased 
purchasing power of money and partly from increased taxation. The 
: same applies to a large number of professional and middle-class people 
whose earned incomes have not increased in proportion to the higher 
cost of living. 

On the other hand, a considerable number of- people: made large 
fortunes out of the war, which, after allowing for taxation and the 
increased cost of living, make them far better off than they previously 
were. 

Weekly wage-earners to a great extent are, and to a still greater 
extent are likely to be, definitely better off than they were before the 
war. It is a familiar fact that their money wages are very much larger 
than they were formerly, and in many cases the effective wages (namely, 
-the goods and services they are able to exchange for their own labour) 
are more than they used to be. This was notably the case during the 
war as regards family incomes and, to some extent, as regards individual 
incomes. Many people were working then who were not working 
previously and, consequently, family incomes were very large. 
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It is very greatly to be desired that the incomes of the wage-earning 
classes should be, permanently, substantially higher than they were 
before the war, when in many cases they were shamefully and deplor- 
ably inadequate and a reasonably decent standard of living was beyond 
the reach of many millions of people. There is no economic reason that 
I can discover for the standard of living not being vastly better than 
it formerly was. This is by no means a class problem. The nation as 
a whole, especially after the losses during the war, cannot afford that 
loss of its human capital which results from widespread poverty. All 
classes of the community will suffer unless those who in the past have 
been least well off can have happier minds in healthier bodies. 


Redistribution of National Capital 


This redistribution of incomes is gradually bringing about a redis- 
tribution of Capital, in addition to the redistribution of Capital that has 
already taken place in various ways. 

Moreover, this rearrangement of wealth has had and is having a 
large effect upon the habits of a great many people. Hospitals and 
other voluntary societies formerly depended for support upon contribu- 
tions from the wealthy and from the professional and middle classes. 
These people have been the most adversely affected by the war and are 
unable to continue their subscriptions on the old. scale, if at all. The 
wage-earning classes in many places have contributed handsomely to 
such things as hospitals, but I am not aware that such subscriptions 
have recently increased, nor that they have been given more extensively 
than in times gone by. 

A large number of the newly rich have not acquired the habit of 
using their money in sensible ways. Just as many of them have to take 
lessons in table manners, or pay other people to choose their furniture 
and house decorations, so, sooner or later, they will have to learn how 
to dispose of their money without too flagrant a breach of generally 
accepted conventions. This process of education will take time, but a 
generation or two hence these classes will either have acquired a veneer 
of civilisation, or their war fortunes will have been dissipated. 

In regard to money needed for the development of industry, it has 
to be recognised that the wealthy professional and middle classes 
tormerly subscribed largely for shares in limited liability companies, 
and did so by systematic saving out of income. These sources of money 
for industrial development have to a great extent been cut off. Doubt- 
less money for such purposes will be available from war fortunes ; but 
if the development of industrial enterprise is not to be unduly hindered, 
we must, to a considerable extent, look to the large class of people 
whose means may be small but are greater than formerly. It is 
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Significant that the subscriptions to many recent share and deben- 
‘ture issues have been from great numbers of investors for small 
amounts each. 


Small Investors and Government Securities 


The small investor is, for the present, unfamiliar with Stock 
Exchange and other such securities, and is especially likely to falla 
victim to the wiles of the unscrupulous. For small investors, therefore, 
it is of the first importance that a security should be available which 
is unquestionably safe and which can be realized at short notice without 
any possibility of financial loss. These conditions are ideally fulfilled 
by the National Savings Certificates. These have “caught on” to a 
most surprising extent, and we have the startling fact that, whereas 
before the war there were only 345,000 holders of Government securities, 
it is estimated that there are now about 17,000,000. The Post Office 
issues of War Loans and War Bonds were also largely taken up by small 
investors. Including these together with Savings Certificates, but 
excluding the increase in the deposits in the Savings Banks, the total 
holding of Government securities by the small investor was estimated 
to be at the end of December, 1920, no less than £482,500,000. The fact 
that such a sum is available for the Government from sources which 
contributed relatively little before the war is of real benefit to the 
industry of the country; and, so far as national needs can be met from 
this new source, the money of larger investors is set free for the definite 
development of industry and trade. 

Probably those who were responsible.for the introduction of the 
Savings Certificate merely thought of it as a means of obtaining money 
for carrying on the war. They, in fact, instituted a most wholesome 
and beneficial financial revolution, the consequences of which will-not 
be fully appreciated for many years to come. 

Even now, the attractions of Savings Certificates are not fully 
realized, and a few facts about them may be of interest. They cost 
15s. 6d. each, and can be cashed at any time within a year, through 
any Money Order Office, at two or three days’ notice, for their initial 
cost. At the end of twelve months they can be cashed for 15s. 9d, 
after which the cash value increases by Id. per month, untilat the end 
of 4 years 11,months they are worth 19s. 8d. each. Atthe end of five 
years their cash value is £1. Thereafter, without any notice being 
given to the Post Office or any other action being taken, they can 
remain in force for a further five years. The cash value continues to 
increase by 1d. per month, until at the end of 9 years 11 months from 
the date of purchase they become worth {1 4s. 11d. At the end of ten 
years they can be cashed for £1 6s. So far as Certificates are concerned, 
Income Tax and Super-tax do not exist. The interest earned on 
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-investments in Certificates does not have to be included in any way 
whatever in Income Tax returns. 

The annual rates of compound interest, free of tax, yielded by 
Certificates are— 


At end of year. 


Or de OS LO a 





Single documents may be obtained for one certificate, for 12, for 25, 
or for any number from 26 to 500. They are registered securities, and 
the signature of the holder has to be supplied to the Post Office at the 
outset and again when the Certificate is cashed. There is no need to 
repeat the signature every time Certificates are bought. This facilitates. 
the safe keeping of the documents by people who have little facilities 
for storing things of value. The largest number of Certificates which 
any individual’ may purchase at present is 500, which cost £387 10s. 
and yield £650 at the end of ten years. The average annual amount 
of interest is £26 5s., but the interest accumulates, instead of being. paid 
in dividends. This is a highly convenient arrangement for people who 
are concerned to save for future requirements. 


Striking Facts About Savings Certificates 

As a matter of fact, it is quite possible for people to derive an annual 
income from Certificates at the rate of about £5 3s. per cent per annum 
free of tax. They can realize on an average about 20 Certificates each 
year, or, say, 202 Certificates in the course of ten years, out of an 
original purchase of 500 Certificates, which cost £387 10s. At the end 
of ten years there will be 298 Certificates left, which can be cashed for 
£387 8s., the amount of the original investment of £387 10s. The 
Certificates cashed provide the annual dividends. 

The number of beneficial things that can be done by the means of 
Certificates is very surprising. I have given ‘details pf many such 
applications in Value for Money.) 

One striking fact is that if one certificate a month were bought for 
fourteen years, the certificates could all be cashed at the beginning of 
the fifteenth year for £187, which, if interest could be earned at 5 per cent 
per annum, would yield {9 7s. a year in perpetuity. The cost of twelve 
. certificates at 15s. 6d. each is {9 6s., so it may be said that if 15s. 6d. 

1 Sir Isaac Pitman & Sons (2s. 6d.). 
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a month is saved for fourteen years, it will provide a capital sum which 
will yield 15s. 6d. a month in perpetuity. 

It is of course possible, and it may be hoped probable, that the rate 
of interest paid by certificates will be lower in the future than it is at 
present, in which case the period must be longer during which a given 
amount has to be saved each year to provide an income of the same 
amount in perpetuity. The period may be found approximately by 
dividing 70 by the rate per cent. 


The Ethics of Money-Saving 


The whole purpose of persuading people to save money is in order 
that they may spend it. Saving is a process which is indifferent in 
itself, and is good or bad according to the purposes to which the savings 
are applied. It is worse than useless to encourage a miser to add to his 
hoard. It is to the benefit of the individual and the community that 
we should have more spending rather than less spending, subject only 
to the qualification that the money should be sensibly spent. Incredibly 
vast sums are frittered away every year on things that may bring 
temporary gratification, but which give no permanent satisfaction and 
produce no benefit for the community. It is found on analysis that the 
kind of spending which gives the greatest and most lasting satisfaction 
to the individual is the kind that produces the largest amount of benefit 
to the community. It adds to the national wealth, thereby increasing 
national welfare, and very notably increases the amount of employment. 
People are much more likely to be careful over spending large sums 
than over spending small, and most of us can only have the large sums 
by saving up the small. Thus the whole idea of encouraging small 
investors to buy Savings Certificates, or to save in other safe ways, is 
to secure more arid wiser spending. 

There is, consequently, no cause for disappointment when we see 
Certificates being cashed. It is certain that in a very large number of 
cases the money is beneficially spent. It may be in buying a house, 
in helping to pay for education,in purchasing furniture on marriage, 
or even in tiding over sickness or unemployment. 

While, however, cashing Certificates in order to spend the money 
wisely is a quite wholesome process, the fact remains that the cashing 
of certificates in proportion to the total amount remaining invested is 
extremely low as compared with the corresponding figures for the with- 
drawals from savings banks or the lapsing or surrender of industrial 
life policies. 

In the Post Office and trustee savings banks, the cash paid out each 
year is generally over 25 per cent of the mean amount of the deposits. 
The present rate of cashing Certificates is about 12$ per cent of the 
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Certificates in force, thus the withdrawal rate is approximately only one 
half of that which normally prevails in the Savings Bank. 

A change of much significance has been made comparatively recently, 
whereby national finance is closely associated with that of the Local 
Authorities. As from the Ist October, 1920, half the money received 
from the sale of Certificates in any area could be borrowed by the Local 
Authorities for the purpose of housing finance. The assistance of hous- 
ing schemes was, however, a responsibility of the national Government 
rather than of the Local Authorities, which latter, however, were asked 
to raise the necessary money. 

As from October Ist, 1921, half the receipts from Certificates can be 
borrowed by Local Authorities for general purposes. The Treasury 
retains the responsibility of meeting all Certificates which are presented 
for encashment. The amount received for Certificates in a number of 
boroughs is {2 per annum per head of the population, which means that 
the Local Authority of any area in which saving is definitely encouraged 
can borrow, if necessary, something like {1 per head of the population 
per annum. The money can only be borrowed for schemes that meet 
with the approval of the Ministry of Health, so that there is a useful 
check upon unwise expenditure. 


War Savings and Unemployment 

It may quite possibly be necessary for a number of Local Authorities 
to undertake in the immediate future work that it would be beneficial 
to have done, but the execution of which may be carried out sooner than 
might otherwise be the case, in order to provide employment. The 
means for doing this are available, partly or wholly, through this 
plan of borrowing certificate money, and thus setting free for the 
development of industry money which would otherwise be obtained by 
Local Authorities. 

One important thing for the welfare and prosperity of a community 
is that its wealth should be increased. This wealth consists not of money, 
which is only a symbol, but of definite things like roads, buildings, water 
supply, and so on. 

The real cost of unemployment to the nation as a whole is not the 
money which is paid for the maintenance of the unemployed, but the 
loss of their services. The cost of unemployment pay is only a question 
of distribution as between taxpayers and ratepayers on the one hand, and 
the recipients on the other, but the nation as a whole loses heavily when 
large numbers of people who might by their labour increase the wealth 
of the nation are unable to find anything to do. Hence, even if some 
work is more costly now than it might be later on, it is to the national 
advantage that it should be undertaken. Moreover, since people who are 
in work are commonly paid more than when they are out of work, they 
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have more money to save or spend, and this in turn produces more 
employment and is an aid to industrial prosperity. 

There are a number of short-sighted people who think that spending 
is more conducive to employment than saving, but a small amount of 
reflection should convince them that the opposite is the case. Take 
the example given above of a man who saves 15s. 6d. a month for fourteen 
years and then has a capital of £187 which yields a perpetual income of 
15s. 6d. a month which, if desired, could be spent. Clearly this individual 
greatly increases his potential spending power. The mistake that people 
make, however, is to suppose that, if the man himself does not spend, 
the money he saves will not be spent. This may be true if the savings 
are put in a teapot or a stocking, but it is not true if the money saved 
earns interest. If interest has to be paid it must be earned. Conse- 
quently the money must be employed, and it is employed by being spent 
by Local Authorities, or other people, in giving employment and jn pro- 
ductive work. This work increases the possibilities of saving and spend- 
ing, with the result that there are interacting forces in play, definitely 
increasing the national prosperity. 

These elementary truths are being more and more fully recognised 
and acted upon, and they are unobtrusively producing a financial 
revolution of a beneficial and far-reaching character which deserves the 
strongest measure of support from all those who desire to promote the 


prosperity of the country. 





Purchases and Deliveries of Coal 


By ‘ Economist ”’ 


ig is just as essential to have a good system of ordering and checking 
deliveries of coal to the works as for any other material delivered 
there, and asvthe price of fuel to-day is many times greater than was the 
case a few years ago, any saving which can be effected may make a 
considerable difference to the running costs of the concern. 

The systerh described in this article deals with deliveries by rail 
(into private sidings), by boat (to private wharf), and by ordinary 
road transport; there are very few works so happily situated as to 
have all three at their disposal; but as many of the forms can be used 
for each method, they can: no doubt be made to apply to the majority 
of concerns to-day. ' 

In the first instance, it is advisable for the firm to send out inquiries 
(with form of tender attached) to the nearest collieries or coal factors 
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inviting tenders for a certain quantity of coal, delivery to be made over 
a given period. A standard letter as follows will meet the case— 


INQUIRY FOR COAL TENDERS 


Dear Sirs, 


We shall be pleased to have your tender for the supply of freshly 
wrought coal as follows— 


Class: OF Collariin iosi naeia 

Quantity required... eerste tons, or any part, delivered 
OVET a period Ofron weeks. 

Delivery to be made at our Works by cart or barge, Or at... 


Railway Station. 


Please fill in the particulars on the accompanying form of tender 
and return to us. 

In the event of your tender being accepted, the Company will 
require their usual form of Contract Note to be signed. 

Payment will be made on monthly invoices. 


TENDER FOR COAL 


In, reply to your inquiry Of... ee eseeerseeeeerenees we hereby tender 
for the supply of freshly wrought coal in accordance with the particulars 
set out below. Delivery to commence on the signing of the Contract 
Note. 


1. Class of Coal. 


Name of Pit from which obtained... ccc cescecasecesecesees 
Name of Seam from which obtained..w......ce eee cceeeeeeceeseeceoes 
Size and description... ETA EEN 


-Price per ton at Pibiccicesuisenigam 
. Price per ton delivered .0..........cccccccsssseceeves 


Dam Ww bY 
« a 

D A. 

S, 

Au. 

E 

< 

s 


When all tenders have been received they should be*tabulated and 
submitted to the Manager or Directors, who will decide which tenders 
are to be accepted ; after a decision has been arrived at, the accepted 
tenders are forwarded to the Ordering Department, who send standard 
Bought Note signed and request Sold Note to be returned by the colliery 
as soon as possible. 

On receipt of the Sold Notes duly completed, the Ordering Depart- 
ment send out the following form to the works manager, notifying him 
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of the coal purchased, that the Coal Contracts Book has been ertered 
up, and requesting tests on the coal to be sent in— 


ADVICE OF COAL PURCHASED 


Ordering Depariment, io Works Manager. 
Coal has been purchased as follows— 


Please note and forward particulars of tests as soon as possible. 


All Sold Notes are given a number and entered into the “ Contract 
Book ” by the Ordering Department, and this book forms a most useful 
record, as the contracts can be compared, also the book provides the 
key to all prices, quality, and deliveries of each colliery for years. 

The ruling of the Contract Book can be made to suit almost any 
requirements. The sample given below has been found very useful and 
needs very little explanation— 


COAL CONTRACTS BOOK 


Left-hand Page. 








CONTRACT. 


Agmnt. 
No. Date af 


Comoemnt,. 


Date of 
Expiry. 








Right-hand Page. 
e a 
SIZE AND CLASS, DATE. Invorce No. T. C. Q. £ $, d. 
| 
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The column dealing with price, ie. ‘ At Pit,” “ Railway Rate,” 
“ Wagon Hire,” are inserted to see which is the cheapest route to bring 
the coal, as, if you have the price at the pit and there are also facilities 
for carrying by boat or road from the colliery, all you-have to do is to 
compare the various transport charges. 

During the time the Coal (Pit’s Mouth) Prices Order was in force, 
it was also found that these columns enabled a check to be kept of the 
various prices charged by the collieries. 

Assuming a contract has been made, the necessary entries made in 
the Contract Book, and the works manager informed, the next thing 
to deal with is the deliveries and weigh office procedure. 

The weigh office receives information of the tons ordered.from each 
respective colliery, and the amount to be delivered daily, -weekly, “or 
monthly under the contract. 


Deliveries by Rail 

Each morning the Colliery Advice Notes are sent from Head Office 
to the weigh clerk, who retains them until the wagons arrive and their 
weights have been checked on the weighbridge, also entering same into 
the Weigh Book, ruled as follows— 


COAL WEIGH BOOK 


Left-hand Page. 
Re-welgh Ti weight, 
Name of Truck | Date Date : ae ii 
Colllery. No. Arrived. Discharged. 
rfelo}rfela|z]e lo 
° Right-hand Page. 


Colllery Weight. Difference. 


T, C. Q | T. IC. | Q. 


re 


+ oa- 


x fefe Delivery Bunkers. | Delivery Stacks. Remarks, 
TICIQ 





Where shortages are found, a standard letter is sent, making special 
note of any damage noticeable in the wagon or other matter which may 
assist the colliery in arriving at a reason for shortage, and giving early 
credit— i 
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STANDARD LETTER FOR SHORTAGES 


Dear Sirs, 

We beg to inform you that Wagon No... ccc: advised on 
LA D EEA (AAE niara as containing T......... Cues "a when 
received at our works only contained T.......... Coa a PENE a shortage 


Ol Te Citadis a PTAA 


Please let us have Credit Note, or, if you prefer it, we will deduct 
from your account at the month end. 


The wagons after having been weighed are emptied over grids between 
the rails, and the coal is automatically taken to the bunkers by means 
of a conveyor; there is, therefore, very little more to say about it, 
except that the costs of the running of locomotive, shunter, weigh clerk, 
and conveyor attendant wages must be kept, as these are chargeable 
to the cost of fuel. 

Should there be plenty of coal in the bunkers, it is sometimes con- 
sidered advisable to stock coal in case of emergency, strikes, etc. ; “all 
that is needed in such a case is to make a note in the column “ Stacks ”’ 
that the contents of Wagon No. . . . have been placed to stock. 


Deliveries by Boat 

The procedure is very similar to deliveries by rail. Advice notes 
are sent to the weigh clerk at the sidings, and all the coal is taken from 
the boat by a grab crane and dumped into private trucks, which are hauled 
to the siding, weighed, details entered into Weigh Book (a special page 
being used for deliveries by boat), and emptied through the grids in the 
same manner as previously mentioned. 

Here, again, the costs of working crane, wear and tear of wagons, etc., 
must be kept, as these are essential to the management to see which is 
the most economical method of delivery from pit. 


Deliveries by Road 

A similar type of Weigh Book is used, but the procedure differs if 
the transport is done by the buyer, a docket being given to the driver 
of the vehicle, and these dockets must be attached to the invoice when 
rendered for transport charges, it is thus very easy to check the accounts 
for carting, etc. 

If the transport is done by the colliery, the Delivery Notes are filed 
at the weigh office and entered in the Weigh Book. 

In all cases of delivery by road, the destination of the coal, i.e. bunkers 
or stocks, is entered into the Weigh Book. 


General 

Now that the system of Aisin deliveries has been explained, I 
can proceed to show how the Head Office and Works are kept in touch 
with the position. 
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The Weigh Books are in duplicate, and daily a copy is sent to the 
works manager, summarised, showing quantity delivered to bunkers, 
stacks, etc. 

A Weekly Summary is sent to Head Office, giving details of deliveries 
of each colliery, and this is used for checking their monthly invoices, 
the-details of which are entered into the Coal Contract Book. 

A record of the total tons on the various stacks is kept, and the 
value of same, and any coal which is taken off must be weighed and 
deducted at the average price. 

It is also necessary to ascertain the total tons in stock in the bunkers 
each week and the total coal consumed; this is got from automatic 
weighing machines, which are fixed in the coal shoots between the 
bunkers and the fires and which record the total coal passing through 
the shoots. 

In certain industries, the Board of Trade, up to quite recently, 
required a Weekly Return of coal delivered, used, and in stock, and the 
corresponding particulars for twelve months previous, and the District 
Coal Committees also required this information. The system dealt with 
in this article was therefore found most useful. 

From time to time the works must have tests taken of the various 
coals delivered, and sent in to Head Office; these, after being initialed 
by the manager, are filed with the contract for future reference, a note 
can also be made in the Contract Book if thought advisable. 

The system may seem a little elaborate to many, but it must be borne 
in mind that in some industries coal forms 50 per cent of the works 
costs, and the writer has in mind works which burn, say, 1,000 tons 
weekly, and therefore must have an efficient check. 

In any case, the forms can be altered to suit any particular trade, 
and need very little alteration to make them less elaborate, and thus 
save labour. ; 


ae 
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“Put the rates of exchange right,” says Mr. Stein, “ and there will be no need for an 
Export Credits Scheme.” He urges the control of speculation in foreign currencies. 





How to Capture the Foreign Market 


By WALTER O. STEN, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Lid. 










A critical examination of the Government’s new Export Credits Scheme, which 
the writer condemns as useless to bring about the revival of British trade. He draws 
an interesting contrast between the financial stringency in this country and the 
generous credit facilities extended to our competitors by continental banks. 





6. The Export Credits Scheme and Credit F acilities | 


Abroad 


NE scheme which must have interested readers of late is the 
Government Export Credits Scheme in its new form, which, though 
it goes much further than its predecessor, and is more generous in its ° 
scope and wider in its application, is not as yet drafted in such a way as 
to give a helping hand to the really struggling exporter. While on the 
one hand the Government have raised thé guaranteed amount from 
85 per cent to 100 per cent, they have made the exporter liable to no less 
than 574 per cent in the event of loss. This is the first stumbling-block. 
While it is evident that the Government should fix some percentage of 
the loss which the exporter should take on his own shoulders, it 1s not 
clear why they should place the figure as high as nearly 60 per cent. 
The odd 40 per cent which the Government are willing to bear is not 
likely to tempt the exporter who is in the least timid or who, from financial 
reasons, cannot afford to take upon himself more than a very small share 
of the risk. And vice versa, the exporter who could afford to take upon 
himself a credit operation which might involve him in a loss of nearly 
60 per cent of the capital expended on the deal, does not as a'rule make 
use of the Government to help him with the rest. 


Useful to Large Manufacturers 

In most transactions effected with reliable people there is not very 
much risk, but as it usually happens when there 1s a loss it is a big loss, 
for which the ‘profits that can be made out of the deal do not allow the 
manufacturer to risk his capital. A big loss may easily cripple a manu- 
facturer of moderate means, and the fact that the risk is lessened by 424 
per cent does not in his eyes lessen the possibility. The only advantage 
of this part of the scheme is that the guarantee is raised to the full amount 
of the outlay, and thus a manufacturer who has a long contract in hand 
will receive help from the Government provided he is willing to shoulder 
the greater part of any loss that may be incurred in the transaction. 
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Thus the scheme is very useful to the large manufacturer engaged on a 
long contract who would have undertaken the work in any case, whether 
there was a Government scheme or not, but it is not of such a kind as to 
encourage enterprise in the smaller exporter who is eager to develop 
business with the new European countries, but who cannot do so for 
lack of capital. The large exporter who has probably got sufficient 
capital of his own and who can afford to take the risk has the additional 
advantage of having his capital guaranteed, while the small exporter 
has to suffer. 


The Supervision of Credit Grants 

While it is clear that the extension of the credit facilities to all coun- 
tries, including those of our former enemies, is bound to be welcomed, 
some points in the practical working of the scheme are as yet not quite 
plain. For instance, the supervision of the granting of these credits is 
going to be in the hands of a business committee, but it is not quite clear 
what the exact relationship of this committee will be to the Department 
of Overseas Trade. Who is to be responsible for the composition of 
this committee P Again, if this committee is to have a free hand in the 
distribution of the grants, a certain amount of favouritism is bound to 
arise, and we shall have the spectacle of certain trades which have 
managed to secure a strong representation on the committee excluding 
their trade rivals from the benefits of a scheme which is paid for out of 
the pockets of the taxpayer for the general benefit of all who are concerned 
in the export trade. As the scheme stands at present there is bound to 
be some heated discussion as to what firms are to receive credits when 
once the demand exceeds the supply. Whateve-: good intentions there 
may be at present, the average merchant quite naturally becomes 
inordinately selfish when once his pocket is touched, whether directly or 
indirectly, and therefore a fair and impartial supervision of the granting 
of these credits is absolutely essential to the good working of the scheme. 


British Goods still Too Dear 


So much for the machinery and working of the scheme. One great 
point, however, which seems to have escaped the notice of the enthusiastic 
believers in the scheme as a panacea for our trade depression is the fact 
that the prices of British manufactures, in spite of the recént heavy cuts, 
are still far too high to enable the impoverished countries of Central and 
Eastern Europe to buy them. There will be no revival in our national 
trade until prices come to such a level as to enable the Central European 
countries, that is principally Germany and Austria, to take their place 
once again as our best selling-ground after the Dominions. And this the 
scheme does not do. It makes no provision for helping the impoverished 
importer, and it is useless to blink the fact that however much that 
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importer may wish to buy British goods, and however great the need 
for what may be termed the necessaries of life may be, he cannot purchase 
our manufactures as long as the great majority of the population of his 
country cannot afford them. What is wanted more than anything else 
is to put the rates of exchange right, and then there will be no need for 
any export credits scheme. At present Germany is working feverishly 
night and day to supply the needs of her still poorer neighbours, as well 
as undercutting us at home in all our manufactures. . Here, too, lies the 
crux of the whole of our unemployment question. Increase by all 
available means the volume of our export trade, and the numbers of our 
unemployed will automatically diminish. 


Attitude of the Trade Unions 


But in reducing the numbers of our unemployed the trade unions 
must help too. As long as trade is in its present stagnant position it is 
useless to talk of high wages and short hours, and ca’ canny and strikes. 
Owing to the way in which the trade union leaders are continually infusing 
restlessness and discontent into the minds of their men there can be no 
peace in the industrial world. Many contracts have been lost to British 
industry owing to the inability of British manufacturers to guarantee 
a date for delivery consequent upon the continual threats of strikes— 
that sword of Damocles—which the trade union leaders hang over their 
heads. The German workman, our keenest competitor, knows he has 
been defeated in the field, and is willing to work long hours for pay which 
has very little real value to try and make up for this defeat. And so 
far he has been successful, as the volume of the German export trades 
amply testify. I do not in the least mean to suggest that British labour 
should sink to the depths of semi-slavery which is the lot of the German 
workman at present, but surely there can be a happy medium between 
the two extremes of mediaeval serfdom and ca’canny, doles, and 
idleness. 


Credit Facilities in England and Germany 

Contrasted 

In speaking of credits it is interesting to contrast the tightness of 
money which is prevalent in England with the vast amount of inflated 
credit which*can be had in Germany. We are supposed by the Con- 
tinental nations to be a rich country, and yet money is so “ tight ” with 
us that the banks will not lend except for strictly commercial purposes. 
In Germany, on the other hand, almost the full pre-war facilities for 
borrowing exist. The banks lend money freely at 7 per cent for Stock 
Exchange and any other purposes for which adequate realisable security 
can be given by the borrower. The result is that everybody, large and 
small alike, has gone speculation mad, and prices on the Stock Exchanges 
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have risen to undreamed of heights, and will continue to do so in propor- 
tion as the mark falls in value. A similar state of affairs in even more 
pronounced form is to be seen in Vienna, where the inhabitants frequently 
refuse to accept payment in Austrian crowns and will only take it in the 
foreigner’s own currency. This unhealthy state of affairs cannot go on 
for ever. Soon there will come the crash, and its repercussion will be 
heard and felt in the commercial houses of London, Paris, and New York. 


The Continental Private Banks 

What strikes the Englishman most in Continental banking is the large 
number of private banks which still exist all over the Continent, especially 
in Germany and the countries which were part of the former Austro- 
Hungarian Empire. Over-confidence and speculation produced several 
big crises in British banking during the last century, and this has been the 
cause of the big amalgamations of recent years and the now traditional 
conservatism of the joint stock banks. It is possible that the next few 
years will witness crises abroad similar to those which the English banks 
underwent in the nineteenth century, and we may then get that same 
conservatism and cautiousness with them. 


A Warning: How British Trade Secrets Leak Out 


The private banks on the Continent are in the majority of cases 
far more generous to their clients than the big joint stock ones, which is 
quite natural, as the former wish to attract all the business they can 
possibly get hold of. Moreover, both the private and the joint stock 
banks often act as merchants and commission agents as well as bankers. 
Therefore in dealing with Continental banks, especially with those of the 
former kind, the British exporter should be on his guard not to give more 
information about his business than is absolutely necessary, as he may 
find that he is giving it to one who may one day become a trade com- 
petitor of his. One instance of this kind from personal experience occurs 
tome. I had sold some goods at a small continental port to a customer 
on the usual cash against documents terms. A fortnight or so later 
I called on another firm in that town, and as the market was rising, my 
prices were raised accordingly. In the course of the conversation I found 
that this firm knew all about the previous transaction, and the reason 
was not far to seek. For besides being merchants, this firm also acted 
as correspondents of one of our big joint stock banks, and the documents 
in the previous transaction had passed through their hands. They knew 
exactly at what price and on what terms I had sold the goods to their 
competitor. Needless to say, in that particular town we now have the 
documents sent through a real bank. 

The real advantages of the private banker are seen in transactions 
which contain some element of risk, that is, where the security given is 
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not immediately realisable or where the amount borrowed is large in 
proportion to the security given for it. There is no doubt, too, that the 
Continental banks, especially the German, are inclined to grant the trader 
accommodation on far easier terms than is the case here. They are 
willing to finance and take shares in industrial concerns both large and 
small, and the honest trader with a good reputation need not be afraid 
of having to refuse business for lack of financial facilities. Though the 
question of interference by the banks in the trade of the country is a 
thorny one, there is no doubt that it has its advantages as well as its 
disadvantages. While the British merchant as a rule resents interference 
in any shape or form, the Continental merchant looks upon his banker 
as a partner in his prosperity and likes him to take an active interest 
in his affairs. Moreover, there are many trade banks and financial 
houses abroad which concern themselves with nothing else than the 
financing of industrial concerns which are in need of long credit. 


How Relative Stabilisation may be Obtained 

The reader will probably have been wondering, in view of all the above 
facilities in continental banking, why I stated that the Export Credits 
Scheme as it stood at present was useless as an instrument for bringing 
about the revival of our national trade. The answer is to be found in 
the fact that the class of people who were once the biggest consumers 
of our goods are now the poorest. The middle classes of Central and 
Eastern Europe are shattered, and the only people who can afford to 
buy anything else above the bare necessities of life are the industrial 
magnates, the profiteers, and the speculators. And what are a few 
hundred thousand among many millions ? 

What is needed. above all, is a Financial Conference to regulate as far 
as this can be done the purchase and sale of foreign currency and to 
prevent, or at any rate make exceedingly difficult, speculation in foreign 
exchanges. There can be no doubt that the recent heavy fall of the 
mark was not due to the fact that German merchants were buying up 
dollars and pounds, but was simply caused by nervous speculators in all 
the surrounding countries suddenly throwing their holdings on the 
market for anything they would fetch. It is stabilisation of the exchanges 
more than anything else that is needed, and until this is secured there 
can be no real possibilities of a trade revival. 
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Low Rates for Large Quantities: 


The Promise and the Performance 


By GBO. B. LISSENDEN 
Author of “ Industrial Traffic Management,” ete., eto. 


Ce disappointment was expressed by the trading 
community last month when it became known that the Rates 
Advisory Committee had turned down their application that a direction 
should be given to the railway companies to grant low rates for large 
quantities of traffic, and the position at the moment is very unsatisfactory. 


The Evolution of the Idea 


The idea that lower rates should be given for larger quantities is an 
old and well established one, and the railway companies have themselves, 
time and again during the last two or three decades, argued that the only 
way in which transportation costs can be reduced is (1) either by com- 
bination on the part of the traders so as to forward their goods in bulk 
instead of small consignments, or (2) themselves individually consigning 
their traffic in reasonably large loads—truck loads and the like—so as 
to give good loading and economy in handling. “ Recognise that it is 
just as expensive to us to handle a 14 lb. package as it is to deal with a 
140 ib. package, that there is just as much clerical work involved in in- 
voicing a 1 cwt. lot as there is in invoicing a 100 ton lot, and that it 
costs us just as much to haul a half empty truck as it does to haul a full 
one, and consign your goods in large lots instead of small ones, and you 
will enable us to give you lower rates,” the railway companies have said 
on numerous occasions, and the traders have appreciated the force of the 
argument. 

The departmental committee appointed to inquire into and report 
whether preferential treatment was given by the railway companies in 
Great Britain to foreign and colonial, as compared with home, farm, dairy, 
and market garden produce, it being alleged that the rates were altogether 
out of proportion, found (Cd. 2959) that the traders have no cause for 
complaint if they persist in forwarding their goods in small lots, but can 
reasonably ask for lower rates when they send their traffic in bulk lots. 

The Rates Advisory Committee in their report dated 22nd September, 
1920 (Cd. 1098), after explaining the evolution of the present classifica- 
tion and the provisions governing its construction, said, “ These provisions 
are proper as encouraging the trader to send heavy goods in economic 
quantities, and we think that they ought to be extended.” Again, sub- 
section 2 of Section 29 of the Railway Act, 1921, after providing for the 
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compilation of a new classification, decrees that “ The classification shall 
be divided into such number of classes containing such descriptions of 
merchandise as the Committee think fit, and the Committee, in deter- 
mining the class into which any particular merchandise shall be placed, 
shall, in addition to all other relevant circumstances, have regard to 
value, to the bulk in comparison to weight, to the risk of damage, to the 
cost of handling, and to the saving of cost which may result when. 
merchandise is forwarded in large quantities.” 

Having all this in mind, the traders fashioned their ‘‘ Objections ” 
accordingly, and quite naturally and confidently went to the Rates 
Advisory Committee to ask that the principle might be definitely estab- 
lished for future guidance, but, as already stated, the application was 
turned down. 


The Rates Advisory Committee’s Decision 

In giving’ the decision of the Committee, the Chairman said: “ The 
traders ask that a direction should be given by us that the principle 
should be applied generally throughout classes 12 to 20, exceptions 
being made only where some good reason can be given why there should 
not be a reduction of rate in the case of large quantities as compared 
with the ‘any quantity’ rate.” 


The traders urged that a recommendation of this Committee and the terms of 
the Statute established their case, and that it was clearly of advantage to the 
railway companies to receive large consignments, and ‘‘ a saving of cost ” necessarily 
resulted. 


“ The railway companies’ answer was that the saving in cost to them 
in respect of large quantities is exaggerated, but they admitted that some 
saving undoubtedly exists, particularly in goods sent from private sidings 
loaded by the traders, and their main contention was that they have, in 
fact, given effect to the principle in question in their proposals.” 

In concluding a lengthy review of the argumentson both sides, the 
chairman said : 

We feel that the case made by the railway companies is too strong to be set on 
one side. It might and we think it would have been better if they had in the first 
instance distinguished between large and small consignments, but we doubt if 
this would have benefited the trader, as it would probably have necessitated leaving 
goods sent in quantities less than 2 tons in the class where they previously stood, 
whereas in many cases these consignments now share with larger lots the benefit 
of the reduction in class, and we do not think that it would have been advisable 
to call upon the companies to recast their proposals; we think also that they ought 
not to be called upon to make general reductions in respect of quantity in the 
Dop amp they have made. We, therefore, must refuse to give the general direction 
asked. 

This ruling does not preclude any trader or group of traders from putting forward 
a special case in respect of a particular commodity, and seeking to secure by agree- 
ment a concession from the railway companies in regard to it, or failing agreement, 
from bringing the matter before this Committee, but in doing so, he or they will 
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have to take into account the reductions already conceded in the proposed classi- 
fication. The question of exceptional rates also remains open, and the proper 
rates for train loads and loads in large trucks will conveniently be dealt with as 
exceptional rates. 

To some the concluding paragraph may, perhaps, bring a ray of 
hope—a few there are who feel that, in this, the Advisory Committee 
have left the way open for the traders and the railway companies to get 
` together and settle the matter amicably; but the majority feel that, 
taken as a whole, the decision is very unsatisfactory, and that nothing 
but economic pressure and loss of traffic will force the railway companies 
to honour their word. Of course, time alone will prove who is right, but 
from what has been said it is obvious that there is now all the more 
necessity for the trader to analyse his present exceptional rates in the 
manner described in this magazine last month, and to be prepared in the 
near future to put forward additional claims for new exceptional ratts 
for those traffics which pass in large quantities. 

To sum the whole matter up in a few words, there is so far a vast 
deal of difference between the promise and the performance of the railway 
companies, and the task before the traders in bargaining with the com- 
panies for reasonable railway rates’ is, therefore, one calling for the 
expenditure of a considerable amount of patience and labour. 





Opport unity 


They do me wrong who say I come no more 
When once I knock and fail to find you in; 
For every day I stand outside your door ; 
And bid you wake, and rise to fight and win. 


Wail not for previous chances passed away, 
Weep not for golden ages on the wane; 
Each night I burn the records of the day ; 
At sunrise every soul is born again. 
—Malone. 
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“ Newspaper reporters have no right to attend company meetings ; and if they do attend 
the chairman can ask them to withdraw, or order their removal.” 





The e EAE Art 


By ALBERT OREW, Barrister-at- Law 


Author of “The Conduct of and Procedure at Public 
and Company Meetings”? 


VI.—Incidental Matters 


Signature of Chairman in regard to Special and 
Extraordinary Resolutions 

Geron 185 of the Act of 1908 provides that when a company has 
4 resolved by special or extraordinary resolution to wind up voluntarily, 
it shall give notice of the resolution by advertisement in the Gazette. 
The notice for insertion in the Gazette must be signed by the Chairman 
of the meeting at which the special resolution was confirmed, or at which 
the extraordinary resolution was passed, as the case may be. His 
signature must be attested by a witness. 


Signature of Chairman to the Minutes when suficient 

to satisfy the Statute of Frauds 

Section 4 of the Statute of Frauds, 1677, requires, inter alia, that 
agreements which are not to be performed within the space of one year 
from the making thereof must be in writing or evidenced by writing. 
In Jones v. Victoria Graving Dock Co., 1877, 2Q.B.D. 314, minutes 
recorded that a company at their previous meeting had submitted to 
the plaintiffs a draft agreement, and that the plaintifis had expressed 
their willingness to continue the management of the company’s works 
upon the terms of the draft agreement, and that the company then 
resolved that the agreement should be engrossed, sealed, and executed. 
The chairman signed these minutes at a subsequent meeting after they 
had been read and confirmed. It was held that it was not the less 
efficient as a signed admission of the contract because it was made as 
a record of the proceedings of a company under the obligations of the 
Companies Act, 1862, s. 67 (now s. 71 of the Act of 1906). The question 
is not what its object was, but whether it is a written and signed state- 
ment of the contract. Thus the signature of the chairman to the minutes 
embodying the terms of a contract may involve two results, viz., making 
the minutes prima facie evidence of the proceedings, and also to provide 
that written evidence which is necessary by the Statute of Frauds “ to 
prevent frauds and perjuries ” in regard to agreements which are not 
to be performed within the space of one year from the making thereof. 
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Minutes of Meetings of Creditors and Contributories in 

a Winding-up 

At meetings of creditors and contributories under a nen by 
the Court, the Companies (Winding-up) Rules, No. 138, provides that 
the chairman shall cause minutes of the proceedings at the meeting to 
be drawn up and fairly entered in a book kept for that purpose, and the 
minutes shall be signed by him or by the chairman of the next ensuing 
meeting. These are the only proper record of the proceedings, re 
Radcliffe, 1875, 10 Ch. 631. 

Section 156 of the Act of 1908, and Rule 166, also provides that the 
liquidator, in his capacity as chairman of the meeting in a compulsory 
winding-up, shall keep minutes of the proceedings of meetings of creditors 
or contributories, or of the Committee of Inspection, which are to be 
open for inspection by the creditors and contributories subject to the 
control of the Court. 


Chairman of Proceedings in Winding-up Proceedings 

The Companies (Winding-up) Rules, No. 127, provides that where a 
meeting is summoned by the official receiver or the liquidator, he, or 
someone nominated by him, shall be chairman of the meeting. At 
every other meeting of creditors and contributories the chairman shall 
be such person as the meeting by resolution shall appoint. 


Quorum in the Election of a Chairman under 

Winding-up Order 

A meeting may not act for any purpose (i.e. in respect of a com- 
pulsory winding-up order) except the election of a chairman, the proving 
of debts, and the adjournment of the meeting, unless there are present 
or represented thereat at least three creditors entitled to vote or three 
contributories, or all the creditors entitled to vote or all the contributories, 
if the number of the creditors entitled to vote, or the contributories, 
as the case may be, shall not exceed three. (Rule 132.) ` 


Chairman’s Power to Admit or Reject Proofs 

The chairman shall have power to admit or reject a proof for the 
purpose of voting, but his decision shall be subject to appeal to the 
Court. If he is in doubt whether a proof should be admitted or rejected, 
he shall mark it as objected to and allow the creditor to vote subject 
to the vote being declared invalid in the event of the objection being 
sustained. (Rule 137.) 


Petitions 


In proceedings to obtain sanction of the Court to compromise with 
creditors and members under s. 120 of the Act of 1908, the order directing 
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meetings usually specifies who is to be chairman of each meeting, and 
requires him to report the results of the meetings to the Court. This 
report is verified by affidavit of the chairman. When a petition is 
presented to the Court under s. 45 of the Act of.1908 for re-organisation 
of capital, it is the duty of the chairman of the meetings of the various 
classes of shareholders convened in pursuance of that section to verify 
by affidavit, tnter alta, the results of such meetings to the Court. In the 
same affidavit is also included statements to the effect that the chairman 
has read the petition and that the statements therein contained are 
true and that the matters referred to being within his knowledge. He 
likewise identifies the certificate of incorporation, the memorandum 
and articles of association, and the special resolutions indicating the 
number present at the various meetings and the number voting in 
favour of and against the resolutions ; further, he identifies the minute 
book of the company containing the particulars as stated in the petition, 
which he says correctly states what took place at such meetings. 


The Press and Privilege 


Newspaper reporters have noright to attend company meetings (Tenby 
Corporation v. Mason, 1908, 1 Ch. 457), and if they do attend the chairman 
can ask them to withdraw, or order their removal in the event of refusal. 
At times, however, the chairman is outwitted by the fact that the reporter 
also may be a shareholder of the company, and as shareholder there is 
nothing to prevent him taking and making a report of the proceedings. 
In the case of disreputable companies which are not anxious for the 
publicity afforded by the press, editors take care that their newspaper 
reporters shall be admitted as shareholders, and usually it is not difficult 
to obtain a share in such companies for a nominal consideration for this 
express purpose. 

Statements made at a company meeting which are in fact defamatory, 
are privileged in a qualified degree, provided they are only made to 
members bona fide and honestly believing them to be true and there is 
no suggestion of malice and there is no undue publication, i.e. publication 
to those who have no common interest in the matter. In Allan v. Clarke, 
The Times, 17th January, 1912, the chairman of a company had made 
statements reflecting on the plaintiff in the course of his duty as chairman, 
and Scrutton,* J., in giving judgment for the defendant, said: “ When 
a person spoke words about another which were defamatory of him, the 
person defamed could bring an action in respect of the defamatory 
statement unless the person using the words could prove that they were 
true, but there might be a defence even though the words were true. 
That was based upon public policy. There were certain relations of life 
in which the law regarded it as important that people should speak 
honestly without fear of legal action. Directors of a company had a 
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duty to discuss the affairs of their company, and might discuss the 
conduct of the company’s officials so long as they did so honestly. That 
was a privileged occasion. If, however, a director did not use but abuse 
the occasion by showing malice or spite, the privilege was gone. He 
held this was a privileged occasion and the plaintiff must fail unless he 
could show that the defendant spoke the words maliciously. To succeed, ` 
the plaintiff must show that the defendant used the words not honestly 
but maliciously against the plaintiff, intending to pay off grudges 
against him.” And so if reporters are present by express invitation of 
the chairman at a company meeting, the privilege is lost ; or if a report 
is sent to the press. But the mere presence of reporters does not 
necessarily destroy privilege. “ The presence of these people (reporters) 
left his duty to discuss the matter untouched ; the occasion was privileged 
for the performance of that duty, and the privilege was not taken away 
by the presence of such people under such circumstances (i.e. reporters 
being present in accordance with the regular custom of the meeting).” 
Esher, M.R., in Pittard v. Olver, 1Q.B.D., at p. 478. 

Reports sent to members of a company are prima facte privileged. 
(Lawless v. Anglo Egyptian Cotton Co., 1869, 4 Q.B.D. 262.) But news- 
papers, in publishing the reports of statements made at company 
meetings, are not entitled to claim the same privilege which may have 
been attached to the statements when made at a company meeting. 
In Ponsford v. Financial Times, 1900, 16 T.L.R. 248, it was held that 
the publication of a fair and accurate report in a newspaper of the 
proceedings at a shareholders’ meeting, at which defamatory statements 
were made on the secretary, was held not privileged since they were 
not a public concern and the publication of them was not for the public 
benefit, and was therefore not protected by the Law of Libel Amendment 
Act, 1888. 


LE 
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Useful information to company secretaries and shareholders concerning the now 
extensive practice of issuing net dividend warrants is given in this short article. 





Net Dividend Warrants 


By A CHARTBRED SHEORETARY. 


HE Association of British Chambers of Commerce recently passed 

a resolution that it was desirable that all dividends paid by the Bank 
of England on Inscribed Government Stocks should be accompanied by 
a counterfoil showing the full amount of the dividend and the amount of 
Income Tax deducted. Subsequently, a question was asked in the House 
of Commons on the point and the Chancellor of the Exchequer announced 
that the matter was receiving consideration. 

The practice of issuing net dividend warrants, however, is not confined 
to the Bank of England. It was adopted during the war period by 
many commercial companies to save time and labour, and the practice 
has been widely adopted. Whilst it is true that counterfoils are issued, 
the full amount of gross dividend and income tax are not shown; the 
counterfoil giving the particulars for the unit of a single share, e.g. for 
£1 only, in the following or similar manner— 


eae on 200 shares at the rate of 5% pee annum 





less Income Tax at 6s. in the £" fi - - 
* The exact amount of Income Tax deducted can be ascertained from the following 
example— 
S. d. 
Dividend per share ; š : e ib = 
Less Income Tax at 6s. in the £ . . . . 3-6 
Net amount payable per share ; : : ~ 84 


How to Calculate Gross Dividends 

Shareholders are thus obliged to work out themselves the details of 
the total gross dividend and/or income tax; these particulars being 
required for purposes of accounting and their own personal income 
tax returns in which gross dividends have to be stated. The amounts 
may be calculated by the following method. Income tax being deducted 
at 6s. in the £, the net dividend on £1 of gross eena is l4s. The 
income tax will therefore be 4 (stx-fourteenths) or $ (three-sevenths) of 
the net dividend; whilst the gross dividend is ?{ or 4,9 (ten-sevenths) 
of the net amount. 


EXAMPLE 
Ss. d. 
Net Dividend received . ; ` : . 38 10 — 
Income Tax = # of £38 10s. ‘ . : - 1610 - 
Gross Dividend = 1 of £38 10s. p Oe . {55 -— — 
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Where directors’ fees are paid “free of tax” a similar principle 
applies in ascertaining the total income. As the fees are paid “ net,” 
and the income tax is always considered to be part of an individual’s 
income, the amount of tax paid by the company is considered by the 
Inland Revenue to be “ additional remuneration.” To arrive at the total 
remuneration which the company should return for assessment under 
Schedule E, $ (three-sevenths) of the fees paid to directors should be 


added to the net figure. 


EXAMPLE 
Žo s. d 
Directors’ Fees or PAR Free of Tax ” . © 5 - = 
Add + of £250 i í . 214 5 8} 
Total Remuneration (to the nearest penny) . £714 5 9 





The last-named figure is the one on which the company should pay 
tax to the Inland Revenue. 


Rumoured Legislation 

There have been rumours in City circles that the Government were 
considering the possibility of including in forthcoming revenue legislation 
enactments providing that anyone making payments which have been 
subjected to income tax shall deliver to the recipient a statement showing 
full details of the gross amount and income tax thereon as well as the net 
amount payable. Such an enactment would immediately abolish the 
system of Net Dividend Warrants, and whilst it would entail considerably 
more work on the clerical staff of companies, it would, undoubtedly, 
prove a boon to the Shareholders and Inland Revenue officials. 

We are unable to say whether such provisions will be included in the 
present session’s legislation or not, or whether, if introduced, it would 
reach the Statute Book in the present congested state of Parliamentary 
business. 
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“ Nowadays one hears so much about ‘ guaranteed credit’ that one overlooks the fact 
that the very expression is self-contradictory.”’ 





Table Talk on Business Topics 


By Dr. Ers T. Powsrn 
Formerly Editor of the “Financial News” 


N the sketch of Mr. Selfridge which was published in the July issue of 
BUSINESS ORGANISATION, I quoted three verses of a fine poem in 
which the dominance of mind over matter in the realm of business was 
most picturesquely demonstrated. The fourth verse will bear 
requotation— 


Might of the roaring boiler, 
Force of the engine’s thrust, 
Strength of the sweating toiler, 
` Greatly in these we trust ; 
But back of them stands the schemer, 
The Thinker who drives things through— 
Back of the job—the Dreamer, 
Who’s making the dream come true. 


The poem has been read with great appreciation and has brought 
me inquiries both as to its source and also whether there is other work 
from the same brilliant pen. The lines are, as a matter of fact, the 
work of Berton Braley, an American poet, and the second of the four 
verses (the one which I did not quote in the Selfridge sketch) is this— 


The drudge may fret and tinker 
Or labour with lusty blows, 
But back of him stands the Thinker, 
The clear-eyed man who knows ; 
For into each plow or sabre, 
Each piece and part and whole, 
Must go the brains of Labour, 
Which gives the work a soul! 


Braley has a wonderfully characteristic touch. Even while I was 
writing this paragraph I saw in Prman’s Journal this question— 


“ Do you know your job ?” <A truthful answer would reveal diverse opinions. 
To know your job is to know it thoroughly from A to Z, and success invariably 
follows the acquisition of such knowledge. 


Braley supplies the answer in a verse which possesses the same 
ringing trenchancy as the one I have already cited— 


The world has constant use 
For men like this, 

Whose work's not fast and loose, 
And hit or miss, 

It seeks in one heart throb 
Where he may dwell, 

The man who knows his job, 
And does tt weil. 
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General Knowledge (or Ignorance) 

The man who knows his job! But according to the Canadian 
Chamber of Commerce in London there are quite a number who don't 
know it. The Chamber reports that “a striking illustration of the 
shortcomings of the present educational system of training a young 
man for a business career’’ is provided by a recent examination of 
candidates for the Canadian Government Commercial Intelligence service. 
Though the majority of the aspirants were university graduates or men 
of similar educational attainments, only four out of a total of seventy-five 
possessed sufficient knowledge of general affairs to qualify for the appoint- 
ments offered. The papers generally displayed “a very low average 
of general knowledge.” I have not had the advantage of seeing the 
questions put, but I have on many occasions come across queries pre- 
sented in so-called ‘‘ general knowledge ” papers which were open to 
serious criticism from many points of view. For instance, take the 
question (an actual instance), ‘“‘ Did Niagara roar before there were 
ears?” A candidate confronted by such a query as that might well 
be excused for regarding it asa joke. On the other hand, a whole treatise 
on metaphysics might be written around the problem without exhausting 
it or furnishing a conclusive answer. Again, no ordinary candidate 
ought to be asked such a question as “ Is whisky wealth?” At 
least, if such topics are to be propounded he should be warned beforehand 
that he will be required to deal with economic problems of a fairly 
advanced type. Once more, is it reasonable to pose to any man of ordi- 
nary education, even a graduate who is not a specialist, the question 
“ How came you to have two hands instead of three?” I suppose it 
would be conceded that the heads of the great banks in the City of London 
are among the most accomplished business men of the day. Imagine 
them collected together, given a sheet of foolscap each, and asked to 
write a reply to that query, “ How came you to have two hands instead 
of three? ” How many of them would get 20 per cent marks on the 


paper ? 


Universal, rather than ‘‘ General ” 

The fact is that many of these so-called “ general knowledge ” 
examinations could only be confidently faced by an embodied encyclo- 
paedia. Human knowledge is now such an immense fabric that no man 
can pretend to acquaintance with a hundredth part of all there is to be 
known. He might have done it in the twelfth century. He certainly 
cannot do it in the year 1921, and it is futile to assume that he can. 
I have before me as I write an actual specimen of a “ general knowledge ” 
paper from my own pretty large collection. This, as a matter of fact, 
was set before the upper boys of a public school, and I transcribe a 
couple of the questions— 
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What are the following ?—Taximeter, theodolite, catamaran, horoscope, stretto, 
clinker fours, dog rose, dog star, dog Latin, dog days, dog toothing, dog watch, 
psychosis, anapaest, cochlea, spate, stevedore, cachuca, Belleville tubes, cirrhus, 
cumulative preference share. 

What do you know of the following persons and places 3—Lepanto, Abdel-Kadir, 
Quentin Matsys, Paul Jones, Todleben, Shipka Pass, Cavour, Francis Xavier, 
Boéthius, Canossa, Hattin, Barbarossa, Cortes, Manoa, Bracton, Nicomedia, 
Constance, Belisarius. 


Such a paper might stagger even those of us who are fairly ripe 
students. It would certainly paralyse the business man (and there are 


just a few of them still about), whose purely academic endowments are 
of the more meagre type. 


A Protest against Algebra 


Such a one was angered by learning that his son had entered upon the 
study of algebra. After a short inspection of the boy’s exercise books 
he dispatched the following communication to the headmaster— 

DEAR Sir,—I strongly object to my boy learning algebra. In my humble 
opinion the only letters to put with money is £ s. d. Perhaps you’ll be kind 
enough to inform me how much this is: Ab4 — wqx5 — yd9 pounds. I’m plain 
by name and plain by nature and won’t have any new-fangled imperialist notions 
put into his head. Yours, etc. 

This is a whiff of the typical John Bull of fifty years ago—Palmerston’s 
“ fat man with the white hat in the twopenny omnibus ’’—three ha’penny 
nowadays. But Palmerston’s portraiture is getting out of date, and it 
is only fair to say so. The late Canon Scott Holland denounced the 
conventional presentation of John Bull because the modern ideal of 
common sense strenuousness is the thin man and not the fat. Said the 
Canon, with reference to the clumsy and corpulent “ John Bull” of 
tradition— | 

In the first place he is fat ; and the fat man’s day is past and gone. ... As 
soon as we pass from the grassy Midlands, and cover the wider horizons of Empire, 
the fat men have all disappeared. They have dropped into the abyss. In their 
place is the long, lean Australian, so curiously American in the type that he runs to. 
He is tall and compact, bony and muscular. And your African colonist follows 
suit. Our boys in the ranches or on the veldt cannot afford to wear an ounce of 


flesh beyond the decent draping of their bones. Look at India. Did anyone ever 
see a stout Indian official ? 


Well, I never did myself, and my experience has not been on the 
limited side. , 


Problems of the Plural 


. Perhaps on questions of spelling one might have to concede that the 
standard of knowledge, at all events in the City, is not so high as it 
might be. A partner in a well-known business house plumed himself 
very much upon his ability to type his own letters at need, yet the first 
he ever showed me contained the word “ illiminating,”’ which was his 
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way of spelling “ eliminating.” A City office once witnessed a red-hot 
controversy arising out of the fact that one of the principals had stigma- 
tised the instruments used at a cinema as “ dangerous apparati.” The 
unfamiliar term excited office derision, it being suggested that the real 
plural of “ apparatus” was “ apparatusses,’’ to which the original 
writer retaliated by affirming that you might as well say that the plural 
of “tomato” was “tomatusses.”” I have neither the time nor the 
space to analyse these interesting orthographical controversies, or I might 
be tempted to cite such plurals as “ measles ” and “ molasses,” and 
inquire what is the singular of each of them respectively. But one has 
only to imagine an examination paper constructed on the basis of these 
perplexities and placed before an assembled body of City men to realise 
how they would flounder all ovér the place in their efforts to answer it. 


Are there Bogus Passes ? 

And talking about examinations, and especially the examinations for 
ultimate degrees in commerce, I often wonder what steps are being taken 
to ensure the identity of the person who is examined with the candidate 
whom he purports to be. There must be, I fancy, quite a sprinkling of 
instances in which the candidate pays somebody to personate him in 
the examination room and to pass the ordeal for him. Some fifteen 
years ago the executor of a gentleman occupying a distinguished pro- 
fessional position was perplexed by a phenomenon which became manifest 
when he examined the testator’s bank account. He found periodical 
large payments to an individual whose claim upon the testator he could 
not possibly understand. As the amount ran into many thousands he 
devoted himself to a thorough investigation of the affair. Ultimately 
he discovered that the testator had been too nervous to face the final 
professional examination and had paid a clever but unscrupulous friend 
to personate him at the ordeal. Later, when professional success had 
been achieved, the “ friend ” began a course of blackmail based upon 
threats to ruin the career of his victim by disclosing the fraud which had 
been practised. The payments which had puzzled the executor repre- 
sented the “hush money ” disbursed for the purchase of silence. This 
is an authentic and actual case. How many more are occurring at a time 
when examinees are numbered in thousands and tens of thousands? 
Some Check Necessary 

Probably the best check to this kind of thing would be the necessity 
that each entry for an examination shall be accompanied by a photo- 
graph of the candidate, certified by a magistrate, minister of religion, 
barrister, or other responsible person. This portrait might then be 
placed upon the desk at the examination, and it would be easy for the 
invigilators to assure themselves of the fact of identity between the 
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entered candidate and the actual sitter. The peril is not an imaginary 
one. Many of our modern examinations are the portal to positions of 
high trust and responsibility, where frauds of a.gigantic character could 
be committed by ambitious criminals. As is well known, the high-class 
burglar or the City expert in cheque “ raising ” will devote six months 
or a year to preparations for a successful coup. Well, the prize to be 
obtained by a wrongful acquisition of high professional status is, in many 
cases, quite as attractive and handsome as that offered by a big burglary 
or a gigantic bank fraud. 


Mr. Kennedy Jones 


It seems only a few months ago that I was writing of Kennedy Jones 
in the course of the character sketch, printed in BUSINESS ORGANISATION 
AND MANAGEMENT, of his distinguished partner, Lord Northcliffe. 
I recalled the deal involving the purchase of the old Evening News and 
Post (now the Evening News), which gave Kennedy Jones his first real 
start in newspaper life. He had heard that the Evening News and Post 
was in a bad way and was for sale. He got an option on it, took the 
proposition to Mr. Alfred Harmsworth (as he then was), and in that way 
obtained the money to buy the paper with a share therein for himself. 
At the start of the deal only four people in London knew of the transac- 
tion, and of those four, said I, in March of this year, “ only three survive : 
Kennedy Jones, Mr. T. P. O’Connor, and myself.” And now there are 
only two. In due course, doubtless, there will be only one, but whether 
the sole survivor will be “ Tay Pay” or the present writer time alone 
can tell. “ Tay Pay ” is considerably my senior, but mine has been the 
more strenuous life. 


Guaranteed Credit 

Nowadays one hears so much about “ guaranteed credit ” that one 
overlooks the fact that the very expression is self-contradictory. You 
can no more guarantee credit than you can compel a man to volunteer. 
The word “credit ” is simply the third person singular of the Latin 
verb credo, and signifies “ He believes.” In its financial and commercial 
significance it means that the believer (or in Latin the creditor) is 
prepared to accept the debtor’s ability and willingness to meet his 
obligations apd to part with money or goods on that basis. Every such 
transaction must necessarily include a psychological element, viz., a 
judgment on the part of the creditor that the debtor is a person who may 
safely be believed. Sometimes the judgment is easy ; sometimes hard. 
The would-be debtor always wears his best face, for the same reason that 
all claret would be port if it could. An American banker was requested 
to advance money on the mortgage of a farm. He inquired how large 
the farm might be, and whether it had ever been mortgaged before. 
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“ Why, yes,” replied the client, “‘ but it’s so big I can’t easily keep 
the mortgage going. Last time I got money on a five-year mortgage, 
and rode to the other side of the farm to register it with the Recorder. 
But by the time I got home again the blighted mortgage was due, although 
I had ridden hard all the way.” 


No Money Advanced 


In this case the verdict was not credit, but non credit, which, being 
interpreted, means that the farmer was neither believed nor accommo- 
dated. Here, however, you have the psychological factor present. 
The banker learned the value of truth by coming into contact with a 
liar. But from the moment when the Government or anybody else steps 
in to guarantee the creditor, this psychological element is excluded from 
the transaction because the creditor is no longer backing his own judgment 
but relying upon the guarantee in the background. The guarantee is, in 
fact, an element as foreign as hair on a billiard ball, or feathers on a toad. 
A charming young lady sitting with her partner in a cosy corner after a 
dance told him she was one of the “ new poor ” and very hard up. 

“ Not so hard up as I am,” replied the partner, a young officer in the 
Army. “Look at this,” said he, producing a pawn ticket evidencing 
an advance of a few shillings upon a dress shirt. 

“ Well, I can come pretty near it,” replied the lady, showing another 
piece of pasteboard, this time relating to a silk underskirt. 

Who would suggest that these were credit transactions ? Obviously 
they were nothing of the kind. The pawnbroker relied upon the shirt 
and the underskirt respectively for his money, and never gave a thought 
to the credit of the officer or the young lady. 


A Foundation of Empire 


Very few people realise to what extent our Imperial prosperity has 
been built up upon the principle of credit. For the last two centuries 
at least we have been endeavouring to create a corporate sentiment among 
the whole business community which should be adverse to the non- 
fulfilment of obligations. In other words, we have been trying to make 
business honesty a matter of honour and sentiment quite as much as 
a question of legal contract. And we have succeeded so well that in our 
day men who smile at criticism of every other kind are as nervous as 
cats in the presence of the most shadowy rumour which affects their 
credit. As Thomas Gilbart put it in days when credit was far less 
developed as an entity than it is now—there are many men who would 
laugh at the frown of a bishop, but who would tremble in the presence of 
a similar facial contortion performed by their banker or the head of a 
financial house. 
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Correspondence 


To THE EDITOR or ‘‘ BUSINESS ORGANISATION AND MANAGEMENT ” 


THE COAL INDUSTRY: AN ALTERNATIVE TO A SUBSIDY 


str,—As I have said in my recent recollections, I have a high opinion of Mr. 
Frank Hodges. He is full of sound common sense to such a degree that I cannot 
discover the motive which has led him to suggest that the price of coal should be 
artificially reduced by the granting of a subsidy to meet profits and transport 
costs, so as to enable a sale at 30s. per ton. A sum of eight or ten million pounds 
has been mentioned; this, I believe, could not meet the demands on it for more 
than a few weeks. It is only a subsidy, such as that which was granted on the 
settlement of the last stoppage, and which was to give the Coal Industry a chance 
of righting itself. That the subsidy has not given this chance is proved by the fact 
that still another subsidy is suggested ; experience indicates no new reason why a 
further subsidy should have any more effect than the first. 

The plain truth is that there can be no general revival until there is a realisation 
of facts. Costs are too high, and the remedy can only lie in reduction of costs, 
in the coal industry as in other industries. This does not mean that there must 
be a reduction in wages. Wage costs are relative to production ; a man drawing 
a high wage may be showing a lower wage cost than a man drawing a low wage, 
for the reason that the highly paid man may be producing more in the same time 
than the lower paid man. The secret of the maintenance of wages and reduction 
of costs is in the production of more with the same wage and other charges. It 
is widely known that I was against the drastic cuts first proposed by the Coal Owners 
during the last stoppage; I am equally desirous now of helping to prevent further 
reductions. In this spirit I would suggest to the Miners’ Federation that they 
would do well to consider the temporary re-introduction of the Eight-Hour day, 
though as a matter of principle I am strongly in favour of shorter working hours, 
and this proposal must be considered as a temporary one only, as a better method 
of dealing with the existing situation than a further subsidy, which, as a tax on 
Industry, is handicapping us, the greatest exporting nation in the world. High 
priced coal, as everyone knows, not only affects the Coal Trade itself, but allindustries 
are serlously prejudiced. 

The Eight-Hour Day would enable coal to be produced in greater quantities, 
if owners and men collaborate, at the same total cost as is now borne by the industry, 
each ton of coal being, therefore, reduced in cost. It would have a more permanent 
effect than any subsidy—a scheme to which many unwillingly gave their approval 
in the hope that there would be settlement and renewed activity in the Coal Indus- 
try ; it would enable other industries to purchase at a cost that would help them 
to arrive by degrees at a point where all in common could say “‘ Full Steam Ahead ”’ ; 
there would be an effect re-acting throughout all trades; and as other trades 
developed full power, their progress would be most strongly felt by the Coal Trade 
on which they all, in varying degrees, depend. Self-help has been the watchword 
of our people for centuries ; self-help alone can pull us out of our difficulties. 


CHARLES W. MACARA. 


To THE EDITOR or “ BUSINESS ORGANISATION AND MANAGEMENT ” 


THE COMPANIES (WINDING UP) RULES, 1921 


Si1r,——We desire to direct the attention of your readers to the Companies (Winding 
Up) Rules, 1921, which came into operation on the 1st September last, and which 
add materially to the duties of Liquidators conducting Voluntary Liquidations of 
Companies. 
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Certain Rules comprised in the Companies (Winding Up) Rules, 1909, which 
formerly applied only to the proceedings in a Winding Up by the Court are made 
to apply to Meetings of Creditors held in pursuance of Section 188 of the Companies 
(Consolidation) Act, 1908; these Rules give directions for the conduct of the. 
Meetings in regard to notices, chairman, resolutions, quorum, proxies, etc. 

Every Liquidator would therefore be well advised to study the new Rules,’ . 
and in arranging the Statutory Meeting of Creditors, to comply, inter alta, with 
the following additional requirements— 

(1) To give seven days’ Notice in the London Gasette and the local Press 
of the time and place (Rule 123). 

(2) To enclose General and Special Forms of Proxy with the Notices posted 
to the Creditors (Rule 141). f 

(3) To cause a copy of any Resolution passed at the Meeting to be filed 
with the Registrar (Rule 129). 

(4) To cause Minutes of the Meeting to be entered in a book kept for the 
purpose (Rule 139). 

Doubt having arisen as to whether Resolutions required to be filed by Rule 129 
should be lodged with the Registrar in Companies (Winding Up) or the Registrar 
of Companies and also as to whether Rule 147 (1) (which provides that in the case 
of the first Meeting of Creditors or Contributories proxies shall be lodged with the 
Official Receiver not later than the time mentioned for that purpose in the Notices 
convening the Meetings) applies to a Creditors’ Meeting under Section 188, we have 
submitted the points to the Board of Trade and obtained their ruling, which is 
as follows— 

(a) “ A copy of any Resolution passed at a Meeting held under Section 188 
of the Companies (Consolidation) Act, 1908, should be filed with the Registrar 
in Companies (Winding Up), Bankruptcy Buildings. 

(b) Rule 147 (1) relates only to the first Meeting of Creditors or Contributories 
in a compulsory winding up, and not to a Liquidator’s Meeting of Creditors, 
but Rule 147 (2) applies and the proxies should be lodged with the Liquidator.” 

Rule 147 (2), we may mention, requires proxies to be lodged with the Liquidator 
not later than four o’clock in the afternoon of the day before the Meeting at which 
they are to be used. 

Several other provisions of importance are contained in the Rules, but they 
are too lengthy to be conveniently set out in a letter. 


Yours faithfully, 
JORDAN & Sons, LIMITED, 
HERBERT W. JORDAN, 
Managing Director. 
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NOTES OF THE MONTH 


Openings for Scientific Experts in Industry 


fl rari is still a great demand for scientific experts in the big 
industrial organisations of the country, and in many respects the 
demand outstrips the supply, declares the Appointments Board of Cam- 
bridge University in their fourth quinquenntal report. In 1920 no fewer 
than 346 appointments were obtained by the Board, 108 business firms 
and industrial organisations having been supplied with Cambridge 
graduates. Leading men of commerce assist the Board with suggestions 
and helpful advice. 


* * * 


aq 


Coming Fall in Railway Rates and Fares 


Railway freight rates and fares can hardly be maintained much longer 
at their existing high levels, and important modifications are likely to 
be announced in the near future. Following representations which have 
been made by deputations of the Federation of British Industries, the 
Association of British Chambers of Commerce, the Iron and Steel Masters, 
and other trade organisations, the whole question was reviewed at a 
meeting of the general managers of the principal railway companies 
held at the Railway Clearing House on the 6th of last month, and though 
it was decided that the time was inopportune to make any public state- 
ment, the opinion is strongly held in usually well-informed quarters that 
reductions are imminent, and that an early announcement will be made. 
The Mining Association have been able to show that much of the onus 
of the present high cost of coal to the consumer rests upon inflated coal 
transport rates, and in a memorandum issued to the Press they state that 
over 30 industries are supporting them in their endeavour to secure a 
reduction in the charges. 
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Big Business Firms Fight High Prices 


An interesting development of the campaign against high prices is 
the fact that important business firms are actively engaging in the 
contest. Several Sheffield steel firms have opened their canteens to sell 
groceries to their workpeople at cost prices or the nearest possible 
equivalent. First in the field with this enterprising development were 
Messrs. Edgar Allen’s Imperial Steel Works, and they have been 
followed by Vickers, Ltd., and other local companies. The Stafford 
Coal and Iron Co. are also slaughtering cattle and supplying joints to 
the workmen at their Great Fenton Colliery as an experiment, and 
this unexpected competition has been promptly reflected in the local 
butchers’ charges. 

* * * 


Travelling Expenses and Income Tax 

One of the chief evils of a democratic system of government is the 
power necessarily vested in a bureaucracy, and the opportunity thus 
afforded for the perpetration of official injustice. The administration 
of the Income Tax has afforded sufficient examples of bureaucratic 
abuse of power in the past, and the official interpretation of the regulations 
covering travelling expenses furnishes yet another illustration. The 
Exchequer may be badly in need of money, but it is an anomaly 
amounting to a positive injustice that salaried workers of both sexes 
in big cities who are obliged to travel to and from their places of business 
should be deprived of an abatement on that account to which they are 
justly entitled,, when the concession is freely granted to other classes 
of the community. The position taken up by Somerset House in regard 
to the legitimate claim of hundreds of thousands of City workers appears 
to be utterly indefensible. Manual wage earners, who are members of 
powerful trade unions, need not pay Income Tax on the amount neces- 
sarily spent in travelling to and from work, because, says an Inland 
Revenue official, workmen were moved about during the War under 
Government orders, often having to travel daily a distance to.their jobs. 
The minor clerk does not stand on the same footing, because he was not 
so moved about during the War. Could anything be more fatuous ? 
Members of Parliament, another privileged class, were last year granted * 
the cost of travelling between Westminster and their constituencies as 
a necessary expense incidental to their duties. Now what applies to the 
manual wage earner and the Member of Parliament should apply, in 
common justice, to other tax-paying sections of the community. Under 
Rule 3 (a) of the rules applicable to Cases 1 and 2 of Schedule D, money. 
wholly and exclusively laid out for the purposes of the trade, profession, 
or employment assessed, may be deducted from the net taxable income. 
If income tax abatement can be secured under thissection by a printer 
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or an engineer, it should not be denied to a typist ‘or a clerk, or, indeed, 
any other member of the community, who is obliged to pay the railway 
companies a proportion of his income for the sole privilege of conveyance 
to and from his place of business. The recently formed Income Tax 
Payers’ Society might well devote attention to this C PAOTR 
anomaly, which cries out for remedy. 


xk x * 


Lifting the Burden of Industrial Taxation 


The destructive effects of excessive taxation on every form of indus- 
trial enterprise being now so clearly manifest, there is evidence of a 
certain change in the Treasury attitude 
towards the financial difficulties of manu- 
facturers, which, though baelted, is none 
the less welcome. On the authority of the 
Pall Mall Gazette, we learn that there is 
every prospect that the Chancellor of the 
Exchequer, in order to help trade, will take 
off the Corporation Tax next month, and 
that next year’s Budget is being framed 
with a view to a 4s. 6d. Income Tax. More 
significant, perhaps, is the fact that the 
Chancellor has adopted the interesting pro- s 
posal lately made by a deputation on behalf “Shoo Elliott & Fry 
of the National Union of Manufacturers, wm. GEORGE TERRELL, M.P. 
that the arrears of excess profits duty, which 
are at the present moment a serious financial embarrassment to many 
firms, should be funded for a definite period of years. The suggestion 
was made that such arrears should be allowed to remain on loan for a 
term not exceeding five years, repayable by equal quarterly instalments, 
the balances to carry interest at a rate not exceeding 5 per cent. The 
leader of the deputation, Mr. George Terrell, M.P., urged that these 
arrears prevented smaller manufacturers from developing their business, 
and formed a secret liability which restricted their credit; whereas, 
if they were placed on a definite basis, as suggested, there would be an 
immediate fillip to trade, and unemployment would be correspondingly 
mitigated. The Chancellor, who was very sympathetic, but would 
promise nothing at the moment, has since written to Mr. Terrell 
announcing his decision to adopt the scheme in totoa noteworthy 
triumph for the Nationa] Union of Manufacturers. 

Prices have come down considerably; there have been steep cuts 
in wages; and in the opinion of most business men, taxes must Come 
down too before any pronounced revival of trade is possible. Under 
present conditions, enterprise is a dangerous attribute of any business 
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directorate. It is apt to lead to commercial success, the penalties of 
which, spread over a three years sentence under the Income Tax Act, 
sometimes fall with a draconic severity which few can relish. 


i 2 * 


When Selling Cost Exceeds Manufacturing Costs 

The searchlight which has been directed in the Press of late upon 
prices, and retailers’ charges in particular, has brought into prominence 
facts which are of great interest to the student of business methods, 
though they are frequently ignored by the general public. For example, 
it is curious to reflect that under modern conditions of trade the cost of 
selling an article is often much greater than the cost of manufacturing 
it. This fact is readily recognised in the large departmental stores, 
where the science of selling has been brought to a high pitch of perfection, 
and where there is a frequency of turnover which would leave the old- 
fashioned trader aghast. Such perfection of service cannot, of course, 
be attained except at heavy cost. Nevertheless, it is well known that 
the big stores have been among the foremost in reducing prices, and that 
it is largely owing to the pressure of their keen competition that smaller 
traders have been compelled to fall into line. 

Discussing this point with a newspaper representative, Mr. Gordon 
Selfridge pointed out that in his store they recognised that it cost more 
to sell an article than to manufacture it. To keep large stocks of slow- 
moving goods was, of course, to invite loss, and slow-moving stock was 
watched, and if, necessary, cut in price in order to dispose of it promptly. 
Recently they pointed out that practically everything they were offering 
had been purchased in the preceding eight weeks... Salesmanship 
was tremendously important, and they had made almost a fetish cf 
service. It was difficult to understand why competition does not force 
the less efficient businesses to do things equally well. 


* * x 


What are the Limits of “ Selling Efficiency ” ? 


Obviously, it is only by reason of their ability to buy in tremendous 
quantities, and the reductions in price thereby obtained, that the big 
stores find it possible to maintain such a highly efficient, and necessarily 
expensive, selling force, while at the same time competing so effectively 
. with the smaller traders. Their enterprise is rewarded by enormous 
sales and an unprecedentedly rapid turnover. Nevertheless, the high 
cost of this super salesmanship should not be overlooked, and it may be 
doubted whether the systém whereunder “it costs more to sell an article 
than to manufacture it” represents a maximum of efficiency, and whether 
a state of trade organisation in which, in order to bring down prices, 
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it is more important to reduce the cost of selling than the cost of manu- 
facture is not an artificial and unsatisfactory one. When, for instance, 
does high efficiency in salesmanship become uneconomic ?- 


* * * 


Our Amazing Post Offce ! 

There were three things which Solomon found too wonderful for him, 
“ the way of an eagle in the air, the way of a serpent upon a rock, and the 
way of a man with a maid.” Had he been living in these degenerate 
times he would surely have added the way of the Post Office in business 
affairs. The story of the correspondence between Messrs. Spicer Bros., 
Ltd., and the G.P.O. respecting the treatment of samples under the 
printed letter rate was told in our last issue. It was sufficiently illum- 
inating; but what, in colloquial phrase, appears to be “the limit” 
of official eccentricity——-not to use a stronger term—is reached in the 
circumstances related in the following letter, which we have received 
from Mr. Arthur Stephenson, managing director of Leighton & Lonsdales, 
Ltd., of 263 High Holborn, W.C.1. Mr. Stephenson writes under date 
5th December— 

Dear Sir, 

In reference to your article headed “ A Ridiculous Anomaly ” we can give 
you a further instance. 

Recently we decided to make up specimens of our work—-facsimile typewritten 
letters—and circulate them to possible buyers in a special wrapper. A dummy 
was made up and submitted to the postal authorities who informed us that we 
should be quite in order in sending these under *‘ Printed Paper Rate.” 

Having printed several thousand copies we are now informed that being samples 
of our work, though admittedly printed papers, they must be sent as fully prepaid 
letters. It seems to us that the authorities are using every possible effort to 
prevent the development of postal publicity business and that everyone concerned 
should continue to exercise their utmost efforts to instil into Mr. Kellaway the fact 
that it is not his business to carry on the Post Office as an exclusive monopoly, 
but that he is paid to give to the public the best possible service at the lowest 
possible price. 

Further comment upon this remarkable illustration of the impossi- 
bility of understanding the Post Office attitude is unnecessary, except 
to say that Mr. Stephenson’s naive suggestion that the postal authorities 
may be doing their best to prevent the development of postal publicity 
work—in other words, to obstruct legitimate postal business rather 
than to carry łt out—appears to have considerable justification. 


* + * 


The One Thing Lacking 


What is the one business quality which the British business man most 
conspicuously lacks? In the opinion of the Board of Trade Journal, 
which has raised this intriguing question, it is the quality of imagination. 
The British trader looks at a sale with his own eyes instead of with the 
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eyes of the nee and while he was trying to overcome the defect, the 
Germans succeeded, though they arenot among the nations conspicuous 
for sympathetic insight into the minds of foreigners. This character- 
istically British attitude leads to glaring errors, notably the obstinate 
persistence in sending catalogues and letters in English to Spanish or 
Portuguese speaking peoples—a blunder which has been continually © 
pointed out. What is even worse than this, “a monumental failure 
in tact,” says the Board of Trade official organ, is to address a Portuguese 
or Brazilian firm in Spanish. ‘‘ The resentment of the Spaniard at being 
expected to conduct his business in English is mild in comparison with 
the wrath of a Portuguese or Brazilian trader at an implied Suge non 
that if Spanish i is not his language it ought to be.” 

The story is not a new one—this apparently chronic inability of the 
British trader to put himself in the other man’s place. It is’so far 
satisfactory, however, to learn that he is at least trying to overcome a 
defect which is probably inherent in the national character, and economic 
pressure will do the rest. The “take it or leave it” attitude is defin- 
itely out of date in trade, and the buyer’s natural reaction to what is in 
effect a provocative challenge is not modified by his appreciation of the 
other magnificent business qualities which our traders undoubtedly possess. 


* * * 


How Noise Diminishes Output 

Excessive noise is one of the curses of modern industrialism, and its 
avoidance will probably demand much greater attention from the 
students of management in the near future. That sensory fatigue 
caused through working in the midst of noisy machines may impair 
the capacity for work to a greater degree than severe muscular fatigue, 
is the startling statement made by Professor C. E. Spooner (a member 
of the International Committee on Industrial Fatigue) in the course of 
a recent lecture at Blackburn. Once this vital fact becomes firmly 
embedded in the cerebrum of the industrial organiser, once it is realised 
that noise hampers production and is wasteful of human energy, a way 
will speedily be found to reduce this unbearable nuisance to a minimum. 
Rubber shareholders should be grateful to Professor Spooner for pointing 
out the great value of rubber in solving noise problems. It opens out 
a fruitful field for the investigations of the Rubber Research Association, 
and suggests that m a few years rubber may play a much more important 
part in the equipment of the factory and the machine shop than it does 
to-day. It is well known that in many trades the noise of necessary 
operations is so tremendous that workers become more or less deaf before | 
they reach the age of forty, but what is not so generally realised is the 
Professor’s statement that few people have normal hearing if they have 
lived in a great city for many years, owing to the noise of the traffic. 
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In America the 5th December is observed as the “ Annual Fatigue 
Elimination Day ’—a movement initiated by Gilbreth—which means 
that each one is called upon to consider seriously during Fatigue Day 
what can be done to eliminate avoidable fatigue, and this year attention 
_ was concentrated upon avoidable noise. Professor Spooner made the 
interesting suggestion that there should be a standard limit of permissible 
noise, which, if exceeded, would constitute a legal offence. 











xk xK * 


Cut-Throat German Competition: A Simple 

Illustration l 

In the November issue of this magazine Mr. W. O. Stein, B.A. (Lond.), 
in the course of his article on “‘ How to Capture the Foreign Market,” 
drew attention to the extraordinary cheapness of German printing and 
the ridiculously low postal charges, with the object of demonstrating how 
easy 1t was for German tradesmen to undercut those of other nations. One 
of his statements was that owing to the inflation of the currency it was 
possible for catalogues and price-lists to be printed and posted in Germany 
at a fraction of what it would cost in postage alone in the “ dear” 
countries. This remarkable statement was questioned by one of our 
readers, Mr. William Atkinson, of the firm of James Atkinson, printers, 
„of Ulverston, who thought that it might possibly be an exaggeration. 
Mr. Stein, however, insists on the literal accuracy of his remarks. He 
points out that the postage on printed matter from Germany to other 
countries is 30 pfennigs for 50 grams, plus another 30 pfennigs for each 
further 50 grams, i.e. the lowest rate (taking the mark at only 700 to the 
£) is only one-tenth of a penny, leaving as much as two-fifths of a penny 
for the cost of the envelope and price-list if the total cost is to be half 
the English postage. Whereas a letter from England to Germany costs 
3d., sent vice versd, it costs only 1 mark 20 pfennigs, that is, less than 
a halfpenny. In fufther illustration of the surprising cheapness of 
German printing, Mr. Stein forwards an excellently printed visiting card 
which cost him 17 marks per 100, that is, less than 6d. 

We communicated these facts to Mr. Atkinson, who replied as follows— 


We are in receipt of your further letter this morning in confirmation of the 
startling statement made regarding the printing costs in Germany, and this is 
proved by the fact of an ordinary visiting card being printed complete, a bundred 
for less than 6d. Before the War the same work in England cost 2s. 6d., and the 
present charge is 4s. 6d. On the other hand, it is admitted by those who are 
expert at figures in connection with the printing trade, that at this price unless he 
specialises in this line it does not pay the ordinary jobbing printer, otherwise he 
has to sandwich the order in with other work and execute the job at, roughly, 
cost price. 

Writing in a perfectly frank manner, it is admitted in this country that orders 
are being held up through the high cost of production, and it is of no use burying 
one’s head like the ostrich in the sands, it is far better to face facts and see whether 
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some means cannot be adopted whereby such trade can be kept in the Mother 
Country. 

Mr. Atkinson goes on to express appreciation of Mr. Stein’s efforts 
to bring to light the difference in charges abroad, and hopes that ere 
long the rate of exchange will adjust itself. Meanwhile, English firms 
are helpless in the face of such competition. No possible reduction of ° 
wage and overhead costs would be adequate to meet it, and until some 
method is found of stabilising German currency at a higher level, they 
cannot hope to prevent further orders from going abroad. 


* * * 


Trade Depression and the Priestman Scheme. 

How trade depression hampers the good intentions of social reformers 
clearly emerges from the second annual report of the Higher Production 
Council, an organisation which aims at giving effect to the desire that 
industries shall be so conducted as to give the workmen a share in the 
profits, in addition to their wages, and some voice in the control of the 
conditions under which they work. The Council, which unanimously 
recommended the Priestman Scheme as likely to conduce to satisfactory 
co-operation between employer and employees, state that the Scheme 
has been adopted by 24 firms, and that 17 others have adopted 
modifications, while, in addition, 40 other schemes were being worked 
on somewhat different lines, though they had resulted from a study of 
the literature circulated by the Council. No destructive criticism 
had been directed against the Priestman scheme and its capacity to 
create and foster goodwill between employers and employed, but the 
industrial depression had exercised a detrimental influence upon the 
Council’s work, and numerous firms, while declaring their appreciation 
of the value of such schemes, felt that the present was not an opportune 
time for the introduction of any innovation. Sir S. Waring, President 
of the Council, declared at the annual meeting that excellent results 
had been obtained by those firms which had adopted the Scheme on 
the instigation of the Council. He was convinced that when a period 
of prosperity returned the ‘Priestman scheme would play a great part 
in enabling this country to keep its position as one of i first, if not the 
leader, of the industrial nations. 


* * ae g 


The Progress of Industrial Co-partnership 
The complete collapse of trade has also affected the activities of the 
Labour Co-partnership Association, whose Thirty-fifth Report for the 
year ending 31st December last, is now available. The increased public 
interest in industrial matters, which was noted in the previous report, 
has continued, but has been necessarily concentrated on such vital 
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problems as the restoration of national credit and the prevailing un- 
employment. Nevertheless, great progress in the adoption of the co- 
partnership principle was made in the year under review. About 40 
new schemes were started by different firms—a number since increased 
to 60—and a summary is given of their more interesting features, 
while the excellent results which have attended some of the older schemes, 
notably those of Messrs. J., T. & J. Taylor, Ltd., and Lever Bros., Ltd., 
also come under notice. The co-partnership gas companies have been 
hard hit by the abnormal conditions arising out of the war, with the result 
that nearly all the schemes have become inoperative, at any rate in 
regard to the payment of dividends on wages. These special conditions 
are examined at length, and it is pointed out that co-partnership includes 
not only the sharing of profits, but also the holding of capital and the 
sharing in control either through ownership of share capital or the 
existence of a co-partnership committee. These latter remain alive, 
while the right to share in profits is also untouched, and will again become 
operative on the return to normal conditions of trading. Interesting 
reference is made to the new type of profit-sharing introduced in the 
Coal Mining Settlement. Although the Association does not enjoy a 
very large income it is economically administered, and displays great 
activity in propaganda work. A copy of the report is obtainable for 6d. 
from the Secretary, Mr. E. W. Mundy, B.A., 6 Bloomsbury Square, W.C.1. 


x * *x 


Reparations and British Trade 


The Reparations problem has been somewhat overshadowed up to 
the time of writing by the more dramatic and critical negotiations 
relating to the Irish settlement, but there 
is evidence that further important develop- 
ments may be expected soon. It cannot 
be seriously believed that the visits of the 
German industrial magnates, Stinnes and 
Rathenau, were entirely unconnected with 
the fact, subsequently announced, that the 
- Finance Committee of the Cabinet were 
discussing the Reparations question. The 
delicacy of the problem, in view of the 
danger of French complications, needs no 
emphasis. The grant of the suggested 
moratorium would merely postpone the 
present crisis, which would be intensified 
in two years’ time. Whether Germany can 
or cannot pay is arguable, but there seems 
no room for controversy on the fact that we cannot afford to allow her 


213 














Photo Riiai & Fry 
LORD ROBERT OROL 








Business - Organisation - and - Management 





to continue to pay by selling her manufactures here and elsewhere at 
prices which spell ruination for our own industries and starvation for 
our workmen. 

Lord Robert Cecil, M.P., crystallised the position when he declared 
at Letchworth that the existence of a prosperous Germany is essential 
to the economic life of Europe. 

It is absurd to suppose that you will get on with anything like the degree of 
prosperity you had before the war, if that country, instead of being prosperous, 
is in a position of economic difficulty and even chaos. Therefore, it was an essential 
part of our policy not to do anything which would really ruin the prosperity of 
Germany or seriously hamper ber as one of the essential portions of the financial 
and economic machinery of Europe. It is not a question of justice or injustice 
to Germany, or whether you should or should not humiliate her. I put all those 
questions aside, because they do not touch the essential part of the problem. The 
real and essential part of the problem is that one country depends upon another, 
and we must look at the German problem both from the point of view of our own 
interests and the point of view of humanity at large. 

While Lord Robert expressly emphasised the fact that he would 
not let Germany off altogether, he urged that they should cease to have 
the war in mind in looking at the question of reparations. No other 
economic question was of any real importance compared with the urgency 
of how to get the machinery of trade running again. 


* x * 


The Pe ee of the Future 


A useful hint to advertisers was given by Lord Leverhulme in his 
speech at the annual dinner of Pears’ Annual, held at the Carlton last 
month. He predicted that the literary advertisement would take the 
place of the artistic advertisement, for the public wanted now sound 
argument put into words. 

There is definite evidence of this tendency towards a closer relation 
between the work of the literary man and the advertiser, and it is not 
surprising that so astute an observer of business developments as Lord 
Leverhulme should have remarked it. Those who are familiar with the 
admirable publicity work of Selfridge’s, Lyons’, Martin’s, and other 
firms will have been frequently struck with the literary excellence of their 
advertisements, and with the cleverness with which facts of general 
interest, curious and otherwise, concerning the business of the advertiser 
are presented, and so happily blended with the gentle art ‘of persuasion 
as to induce in the most apathetic reader the desire to purchase. Such 
work represents the highest form of the advertiser’s art, and regarded 
from a strictly commercial point of view yields most successful results. 
When, as has lately happened, the literary method is utilised for financial 
advertising, the reader will, of course, take care not to allow his judgment 
of the commercial merits of the prospectus to be influenced by his 
appreciation of its literary qualities. 
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Industrial Structure 
A Study of the Engineering Industry 


By A. P. M. Fueanrea, 0.B.E., M.Sc., M.I.E.E., AND 
J. Q. PEAROE, B.Sc., A.M.LE.E. 


1. THE SCIENCE OF ORGANISATION AND ART OF 
ADMINISTRATION 


HE engineering industry in Great Britain covers an astonishing 

range of products and almost every conéeivable variety of internal 
organisation. Differences in organisation between different works or 
industrial groups arise partly from differences in the nature of the 
products manufactured, partly from differences between markets, and 
partly from differences in size. The determining factor, however, in 
any organisation lies in the personality of the men who direct it. Spheres 
of responsibility are insensibly adapted to differences between men of 
training, experience, inherent capacity and personality. 

The growth of modern industry has been such that the broad tendency 
has been one of sub-division of labour, particularly in the direction of 
specialising according to function in the organisation. such as manu- 
facturing, selling or accounting. It is generally possible to represent 
the devolution of responsibility in an organisation by a chart resembling 
a genealogical tree, the principal officers being supported by juniors, 
each having a lesser degree of responsibility but each being trained 
gradually to take the place of the senior when circumstances demand 
it. The dependence of organisation on personality prevents any of 
these diagrams ever being entirely symmetrical, and, indeed, in actual 
practice it is difficult to represent an actual organisation by a suitable 
diagram, which is of the nature of a first approximation to an accurate 
representation. 

The study of the science of organisation will include not only the 
small works, which has, as a rule, a primitive organisation, but also 
large works and industrial groups. The large works which concentrate 
on the mass production of one line of manufacture in a single design or 
a limited range of designs, such as typewriters, sewing machines, auto- 
mobiles, locomotives, has a type of organisation which is fairly well 
understood and which is less characteristic of Great Britain than of the 
United States.. This article is concerned more with large works and 
industrial groups producing a range of products extensive both in type 
and size. 
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2. THE ORGANISATION OF INDUSTRIAL GROUPS 


Industrial groups are of two types. In one case there may be a 
number of concerns of equal importance and size, and in the other there 
may be a group comprising a parent and a number of subsidiary 
companies. 

The internal organisation of one works isa simple proposition com- 
pared with the organisation of a group of works separated geographically 
. from each other. 

Firms working as equal partners in a group invariably have inter- 
locking directorates, and the main object of grouping is to ensure 
economies in purchasing and selling by the combination of the appro- 
priate staffs and to eliminate overlapping in manufacture. Such 
combines in Great Britain have been described as vertical; that is to 
say, the combine does not consist of firms in one industry, such as an 
American trust--which might be termed horizontal—but of a chain of 
works so arranged that the raw material of one is the finished product 
of another, this tending towards a stable and self-contained group 
controlling its own raw material resources. Such a group would be 
formed by a colliery, iron and steel works, boiler works, rolling mill, 
steam engine and locomotive works, ship-yard, electrical works, auto- 
mobile works, etc. It must be borne in mind that the act of aggregation 
in industrial groups of itself produces no economies at all. Very 
considerable time and effort are required to arrange to secure the 
advantages of co-operation by joint selling staffs and publicity schemes, 
by common purchasing contracts and by co-operation in the selection, 
training and interchange of staff. 

Where combination takes place among a group of works the manu- 
factures of which overlap or which enter into intimate combination in 
plant, the difficulty of organisation is considerably intensified as spheres 
of tesponsibility are not sharply divided. The process of adjustment 
to the new conditions is lengthy. 

The association between parent and subsidiary companies arises 
frequently from the acquisition of a small company by a large organisation 
some distance away, but frequently it is deliberately arranged as an 
off-set to over-centralisation, and the subsidiary company is generally 
kept under the control of the parent company through the salaried 
` officers of the latter. 

There are disadvantages in undue concentration of manufacture at 
one point, frequently due to physical difficulties of transport and raw 
material supplies, and sometimes to the unsuitability of a works producing 
large products for undertaking very small work. There is, therefore, a 
distinct tendency towards the decentralisation of manufacture of standard 
products away from the parent works, whether it be in the home country 
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or overseas. As soon as a line of products is fully standardised with 
respect to design, material, drawings, limits, etc., it can be manufactured 
in practically any country without the necessity for the army of techno- 
logists required at headquarters, although, of course, such standardisation 
would have been impossible without their assistance. 

The advantages of removing standard manufactures from shead- 
quarters are numerous. If manufacture is carried to another country 
transport, insurance, freight charges, customs, duties, etc., are miminised. 
The raw material supplies can be locally obtained and delivery periods 
lessened ; local prejudices regarding the purchase of foreign apparatus 
are diminished. The process of transference is, of course, gradual, the 
subsidiary works frequently assembling parts imported from the home 
works. Many examples of American works in Great Britain and of 
British works in America will be called to mind. 

This process is carried on parallel with a similar process of central- 
ising, at headquarters, the whole of the technical skill of the company, 
engineering and chemical experts, etc. This promotes the greatest 
possible degree of specialisation, and if the home works manufactures 
special or non-standard products requiring more attention during manu- 
facture than standard products, the most highly skilled craftsmen are 
also required here. The home works thus has no difficulty in maintaining 
technical supremacy over its subsidiary companies. 

The necessity for having the selling organisation spread over as 
wide an area as possible to have a maximum contact with potential 
customers results in the establishment of a system of agencies or of 
offices both in the home country and overseas, so that the commercial 
organisation is also decentralised. 


8. THE ORGANISATION OF INDIVIDUAL WORKS 


As already indicated, the principal executive officers of almost every 
engineering concern of any importance will be in charge of manufacturing, 
selling, and accounting. In some cases, a Sales Department is not 
required ; in others, the output is sold to factors or agents. As the size 
of a firm increases the buyer of raw material may become an important 
officer with a staff constituting a Purchase Department. 

In many ‘engineering works the task of suiting the product to 
particular conditions of operation necessitates a Technical or Engineering 
Department or Drawing Office. In the largest firms the necessity for 
ensuring the future technical progress of the company has called into 
existence an experimental or Research Department.. The principal 
officers in charge of these branches of the business are invariably 
responsible to the managing director, as indicated in Fig. 1. 

There is no generally accepted system with regard to management. 
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Sometimes senior officers virtually form an ad hoc committee for dealing 
with matters of policy affecting the company, and the corporate system 
is increasing. In other cases, the managing director assumes 
responsibility for all rulings on debatable points. 

In the United States, and to some extent on the Continent, the 
practige is followed of having the directors of the company act as paid 
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executive officers, with the paradoxical result that the more conservative 
English practice is resulting in management becoming the prerogative 
of a class of skilled administrators who do not necessarily have a financial 
holding in the company, and who can, therefore, be expected to have 
in the highest degree the ability to judge impartially between capital 
and labour. 


(a) Technical Control 
Technical control of products, that is to say the disposition of 

material in design, the supervision of materials and of factory processes, 
is exercised either by the Engineering Department or the Research 
Department. The Engineering Department generally has the responsi- 
bility of arranging and designing plant required to meet satisfactory 
service conditions and of preparing the necessary drawings and cost 
estimates. As it is responsible for the performance of plant it frequently 
has technical and sometimes executive control of Testingsand Erection 
Departments. 

` The division of work in the Engineering Department (which in some 
of the older concerns is called the Drawing Office) is invariably 
arranged according to the character of the plant to be designed, each 
section for each type of plant having its group of designers and draughts- 
men A common function which separates out is that of standardisation, 
of supplies, systems, small parts, and products. 
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The Research Department provides a means whereby inevitable 
development may be ensured by continuous experiment on the raw 
materials and methods of industry, and by the theoretical study of the 
laws on which the design of plant is ultimately based. Much of the 
scientific work applied to practice is inspired directly by difficulties 
experienced in manufacture, by new requirements set up through 
increased stresses, speeds or sizes of plant, or by new applications of 
apparatus, and there is a constant interchange of experience between 
the Research and Engineering Departments. The more remote theoret- 
ical studies, however, are based on long views regarding the general 
trend of industry, the fruits of which may take considerable time to 
materialise. 


(b) Accounting Control 


The Accounts Department invariably has two broad divisions, the 
one relating to transactions with customers and suppliers through orders 
placed and purchases, the other relating to works costing and the 
preparation of detailed costs of work done. The Cashier’s Department, 
existing for the purpose of actually handling money, of making wage 
and other payments, of receiving cheques, etc., is frequently the province 
of a special officer of the company, either Secretary or Treasurer. 

In recent years works costing has become of considerable importance. 
The more accurately the works costs are ascertained the stronger will 
be the competitive position of the company. Without accurate- costs 
competition is uninformed ; being uninformed it is unintelligent ; being 
unintelligent it is unfair. No works costs can be absolutely true and 
accurate, but in most cases they are far too conventional. The system 
should arrange to charge each order with its proper material, plus labour 
charges, and with an appropriate proportion for oncost. The internal 
organisation of the Accounting Department depends very largely on the 
` system adopted for doing this. In some works each main productive 
department is considered as a separate factory having its own works 
costing arrangements. In others, higher unity is achieved by centralising 
all works costing into one department, in which case mechanical systems 
of recording and tabulation of costs become desirable. 


(c) Sales Control 


The selling organisation of a company may be arranged in various 
ways. The selling field may be divided territorially, primarily into 
home and foreign markets, and then with respect to particular countries 
or parts thereof, the new divisions being created as soon as the business 
justifies it. (See Fig. 2.) It will be evident that this method requires 
commercial engineers to specialise in particular territories, and to be 
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able to attend to the requirements of clients over a very wide variety of 
types of apparatus. One correspondent at the works or one commercial 
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representative in the territory deals with one client, however varied his 
` buying requirements. 

Another system (Fig. 3) divides the work on a basis not of territory 
but of industrial applications of apparatus manufactured. Thus, if one 
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type of plant is used in a particular industry it becomes the duty of one 
commercial engineer to deal with that particular industrial application 
of apparatus in all territories. Such men become very intiñiate with the 
requirements of particular industries, and this system facilitates the 
development of special apparatus. “Again, one client, unless he be a 
contractor, has only one man to deal with. This policy results frequently 
in the association of several very varied types of product simply because 
they happen to find applications in one industry. 

A third system (Fig. 4) of sub-division ignores territorial divisions and 
industrial applications and divides the work on the basis of character 
of apparatus supplied. For a large business this plan is good because 
it permits a commercial engineer to specialise on one type of plant, but 
considerable organising ability is required in arranging this system to 
deal with complex contracts expeditiously. 

In all the above systems it is possible to arrange for each salesman 
to deal both with inquiries or tenders and orders, or to arrange the office 
work to be so divided that different staffs deal with these two branches. 
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The systems mentioned above for sales organisation are all in use, and 
are by no means mutually exclusive. An actual system may possess 
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features common to all three, being adapted for special parts of the 
work as experience suggests to be advantageous and changing with 
the nature of the business. 

The work of officers in overseas and home areas is invariably terri- 
torial, unless the amount of business done is such that a large staff is 
required and then specialisation becomes possible. 


(d) Manufacturing Control 


The principal officer on the manufacturing side is the Works Manager, 
and hitherto it has been most common to divide the works into areas 
arranged for the manufacture of special types of plant and to have the 
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departments and sub-sections of them supervised by superintendents 
and foremen. There is, however, a decided tendency (see Fig. 5) to 
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render the foreman more efficient by relieving him of duties irrelevant 
to his main function, that of controlling labour and securing output. 
The supervision of machinery and the maintenance of plant becomes 
the function of a special Maintenance Engineer, who may be assisted 
by men to take care of electrical machines, belting, lubrication, etc., 
throughout the factory. 

The fixing of rates and the determination of the sequence of steps 
in a manufacturing process is also frequently left to a time-study or 
rate-fixing department. 

The engagement, transfer, promotion, discharge, and general welfare 
of labour may be undertaken by the Personnel or Staf Manager. 

The arrangement of delivery dates and the order of manufacture of 
contracts may be determined by a Production or Progress Department. 

In a highly organised works the manufacture of parts or details 
common to a wide variety of apparatus is frequently concentrated in a 
special shop which supplies other departments requiring its services. 
The main productive departments, therefore, tend to become assemblers 
of material provided by supply departments. Thus, a works making 
small motor cars, motor cycles, and pedal cycles may develop supply 
departments for certain parts such as frames, ball bearings, wheels, etc., 
which are common to the whole range of manufacture, and this system 
is justifiable on account of similarity ‘of the work, even if no single 
component of one type were used in any of the others. Actually, of 
course, there is always a wide use of standard parts, such as screws, 
nuts, bolts, keys, etc. 

At the other extreme some works are arranged on a system of 
considering each main department a small factory, making it responsible 
not only for its own manufacturing, production, etc., but even to the 
extent of empowering it to maintain its own machines and engage its 
own labour. 

The organisation of a works into supply and assembly departments 
is much more difficult, but there is an over-all efficiency and economy. 


(e) Purchasing Control 


The Purchasing Department is generally divided into sections for 
the placing of orders for works supplies and parts required from outside 
factors, for making inquiries for the purpose of getting estimates for 
tenders, and for storekeeping. 


(f) The Control of Personnel 


In a highly technical industry it is imperative that some system be 
adopted for the careful selection of young people entering the industry, 
their education, training, and welfare, and this is most conveniently 
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done E a special Personnel Manager. He should be in close touch 
‘with committees of workmen and staff employees, should be consulted 


on matters of promotion or transfer, and should maintain records of 


ami 


employment, accident insurance, health insurance, etc. 


4. CONCLUSION 


It will be observed that the management of large engineering concerns 
tends to become corporate and functional; corporate to ensure the 
necessary co-ordination between departments ; functional because of all 


methods of delimiting human responsibility and effort, functional 


specialisation presents the greatest opportunities for the development 
of individual aptitudes and the greatest possibilities of economy At 
the same time it definitely makes infinitely greater demands on the. 
science of organisation,which in such works is seen at its best and highest 
development. 

It must be admitted, however, that many efforts towards functionali- 
sation in England have been tentative and have been pursued less 
wholeheartedly than in the United States, and if a study of the science 
clearly proved its value, doubtless industrial administrators would 
become more convinced of the desirability of not starving a new 
functional department in staff or equipment. If not well provided for 
in this way a new department is inadequate and becomes in a position 
to give services only when called upon, unable to initiate movements 
of its own. Such a department merely becomes a service department, 
the full functional value of which cannot be obtained. 
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Formulating a Sales Policy 


By F. Doaarrr May, A.C.1.8. 


I a good article is placed on the market and sells well, many similar 
articles, under other trade marks, will very soon appear. The 
resulting competition will force the manufacturer of the original article 
to consider the advisability of— 
_ L Specialising on one class of trade only, and making his products 
elther high class or cheap articles. 
. 2, Giving special terms to the wholesale trade in order to induce 
the purchase of bulk supplies. 

3. Canvassing the retail trade for direct orders, with additional 
discounts for quantities. | 

4. Advertising to eventual purchasers. 


Specialising on One Class of Trade 

When considering the question of creating a class trade, it would be 
‘helpful for the manufacturer to review the policies adopted by the 
majority of the world’s largest industrial undertakings. If such things 
as clothing, foodstuffs, domestic utensils, and tobacco are considered, 
it will be found that the leading manufacturers owe their success to 
concentration on one class of trade only. 

Admittedly it will be somewhat galling to a manufacturer who is 
selling to all classes to specialise on one class and ignore the others, but 
unless he does specialise he will fail to obtain the real goodwill of any. 


Distribution 

A very serious problem for most manufacturers is the determining 
of the best channels for disposing of goods. Three courses are usually 
open, viz.— 

1. Favouring the wholesaler. 

2. Selling direct to retail establishments. 

3. Eliminating all intermediaries and selling direct to the public. 


Obtaining the Support of the. Wholesalers 

Some of the chief advantages of restricting sales to the wholesale 
trade are— 

1. The use of wholesalers’ travellers for introducing the manufacturer’s 
goods to the retail trade. 

2. A large saving on packing materials, labour, and carriage owing to 
wholesalers taking supplies in bulk. 

3. Little capital need be locked up in manufactured stock held for 
execution of retail orders. 
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4, Office and counting house expenses reduced to a minimum. 

5. Freedom from numerous bad debts owing to fewness of the accounts 
and the restriction of sales to wholesale houses of repute. 

6. With the trouble of distributing handed on to the wholesalers, 
the manufacturer’s efforts can be concentrated on the production of a 
perfect article of standard quality. 


Canvassing the Retail Trade 

There has been a tendency of late for manufacturers to canvass the 
retail trade direct and ignore the services rendered by wholesalers. 
This has been done largely for the following reasons— 

1. To avoid substitution of competitive brands by wholesalers. 

2. To make the retailers familiar with the manufacturer’s products 
and bring the trade mark constantly to their attention. A wholesaler 
merely takes orders. He seldom pushes particular lines or does much 
introducing, for he usually carries too many lines to permit specialisation. 

3. To obtain business from large multiple shop concerns in a position 
to place large orders, and who contend, rightly or wrongly, that they are 
entitled to wholesale terms. 

4. To ensure the distribution and display of advertising matter, 
such as small posters, showcards, models, dummies, advertising novelties, 
and window letters in shops where they will be seen by possible 
purchasers. l . 


Selling Direct to Consumers 

By selling direct to consumers the manufacturer endeavours to keep 
to himself the profits which would otherwise go to the middlemen. He 
also contends that, by selling direct to the public, he is able to market 
his products at very low prices, thereby benefiting the consumer and 
increasing his own sales. 

There is an increasing tendency on the part of the public to purchase 
as many articles as possible from one store. If a manufacturer sells 
direct to the public he will find it exceedingly hard to induce the shops 
and stores to handle his goods. Consequently, in order to reach all 
possible customers, large sums will have to be spent on advertising. 

Selling direct to the consumer can be done either through retail 
shops opened By the manufacturer solely for that purpose or, alternatively, 
by means of a mail order department. 

The opening of numerous retail establishments throughout the 
country will necessitate the expenditure of large sums in order to meet 
heavy overhead expenses and purchase suitable premises. It will also 
result in the locking up of considerable capital in manufactured stocks 
held at the various branches. It is very doubtful whether, by utilising 
this method of selling, a manufacturer will be able to reach all possible 
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buyers. He cannot rely on the wholesale and retail trades to fill up the 
gaps, as they will be disinclined to handle goods the manufacturer of 
which is selling in direct competition. 

A mail order department will entail a vast amount of trouble in 
packing and dispatching numerous small parcels. The postage on each 
parcel will undoubtedly add considerably to the cost to the consumer 
and thus discourage demand. 


Advertising to the Consumer 

Before a manufacturer embarks on an advertising campaign he 
should be quite certain in his own mind regarding the class of consumer 
whose custom and interest he is anxious to gain. Having once deter- 
mined this point, it is then desirable to study the habits, tastes, and 
pastimes of the consumer in order that advertisements may be made 
to appeal. The average manufacturer is inclined to favour or disfavour 
an advertisement solely from his own personal standpoint, instead of 
judging it by the effect it is likely to produce on the minds of the possible 
purchasers. 

The Press is an excellent medium for advertising, provided proper 
discrimination is shown. The suitability of a journal as an advertising 
medium should be gauged as follows— 

l. Does the journal circulate among the right class of reader ? If 
so, what proportion of the readers are likely to prove possible buyers ? 

2. What is the figure of guaranteed net sales ? 

3. What are the advertising rates ? 

_ 4, What is the cost per insertion of, say, a half-page advertisement per 
1,000 possible customers (not merely per 1,000 readers) ? 

The relative values of various journals from an advertising standpoint 
can then be gauged. 

When drawing up a scheme for outdoor publicity, it is advisable to 
bear in mind the chief shopping centres, residential districts, pastimes, 
and business haunts of possible buyers. Displays can then be made, 
not necessarily where they will be seen by most people, but where they 
will attract the attention of that section of the public whose custom 
is sought. 

The framing of a firm’s sales policy requires the expenditure of much 
careful thought. When once the policy has been decided upon, the 
terms thereof should be condensed into a slogan or motto and appear on 
all stationery and advertisements which the firm issues. This will result 
in the policy becoming inculcated in the minds of the employees, the 
trade, and the public. 








Every trader and business man can obtain valuable information about his customers 
and “ prospectus” from the Census Reports, declares Mr. Boddington. 
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| The Census as an Aid to as 


Business 


By A. Lester Boppineron, F.S.8., F.R.Econ.S. 


Author of “ Statistics and Their Application to Commerce,” 
“ Principles of Business Finance ” 


A striking article which shows that the Census Reports are not merely statistical 
statements, but returns full of important information to those business men who 


o not work mechanically, but who seek to administer their businesses on scientific 
es. l 





T recent Census taken by the Registrar-General of this country ` 
has been primarily intended for the use of the Government, but it 
is of very great interest to economists and students of sociology, and 
affords much material for study by statisticians. The preliminary 
report of the Registrar-General has now been issued, and this shows 
the distribution of the population, as well as the increases and decreases 
which have taken place in different areas. Business men, however, do 
not, as a general rule, recognise that in this report, as well as in the 
others which have yet to be compiled and published, there is informa- 
tion of a very important nature ; information which, if studied carefully 
and intelligently, will solve some of the problems of business which now 


` confront them. 


From the information which everyone in this country was called 
upon to supply it will be possible to ascertain not only reliable figures 
as to the number of inhabitants in this country, but also how they are 
distributed, and, the sorts and conditions of people who form the popu- 
lation of the various areas into which the country is divided. A study 
of this information enables the true condition, both social and economic, 
of the people to be ascertained. This data enables not only the national 
but also local government to be adjusted to the peculiarities shown.’ 
The details as to the age of the inhabitants permits of estimates as to 
the amount of money which will be required to provide for old age 
pensions, and for the provision of educational facilities, to be made 
with a reasonable degree of accuracy ; while comparisons of the number 
of deaths per thousand of the population in each area will supply clues 
for medical investigations into health and hygienic conditions. The 
distribution of the population will show the centres most suitable for 
the distribution of foodstuffs essential to the welfare of the inhabitants 
in times of transport difficulties, and will also enable the demand for 
the necessities of life to be estimated accurately; while both national 
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and local services of public utility can be provided according to the 
varying needs of the different districts. 


Value of Census Statistics to Business Men 

The trade of this country depends more than anything else upon one 
factor, the consumer, and the manufacturer, wholesaler, or retailer, needs 
to study his customers very closely indeed if he is to build a big busi- 
ness and create a valuable goodwill. If the goods supplied do not meet 
with the approval of the consumer they will not sell in large quantities, 
however cheaply they may be produced, while it is obviously useless 
and a waste of money to endeavour to sell articles of luxury in an area 
the inhabitants of which consist largely of unskilled workers whose 
incomes are relatively small. The Census Reports will supply a wealth 
of information about the consumer and where they are located, and 
thus will well repay a business man who carefully studies their contents, 
if only from this point of view alone. The object of the writer is to | 
point out some lines for investigation for those interested to follow. 
Some of these will be found to apply to certain trades or industries only, 
but every trader or business man can obtain some useful information 
if he will but study the reports as they are issued. 


Density of Population and Market Possibilities 

In the first place, the reports will show the distribution of the people, 
and since the area of the various districts are also included, it is possible, 
with but little calculation, to ascertain the density of the population in 
any given area. To the producer of goods, and to the large distributing 
houses, this will afford invaluable information as to the likely areas in ` 
which to develop a market, for, all other things being equal, the best 
district to concentrate the efforts upon will be that one which has the 
greatest density of population. An example will perhaps be of interest. 
Supposing it is desired to open a branch establishment, say, in York- 
shire, a county which contains several large towns and cities. The 
preliminary Census Report shows that the two predominant boroughs 
are Sheffield with a population of 490,724, and Leeds with 458,320 
‘inhabitants. The former town, however, has an area of 24,930 acres 
as against 28,090 acres in Leeds. It may, of course, happen that suburbs 
which are separately shown, being independent boroughs, may alter the 
ratio when combined with the figures for the main areas, hut, again all 
other things being equal, Sheffield would appear to be the better centre, 
for not only is the population greater, but its area is smaller, thus reduc- 
ing the scope and also the expenses of the delivery service, since the 
density of the population is so much greater. The question of suburbs 
is, however, an important one in the case of a large town, for although 
these are actually outside the borough or city boundaries, yet their 
inhabitants may be engaged in the town itself, and are thus prospective 
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customers. This fact needs no demonstration when we consider the case 
of the City of London, with a resident population at the present time of 
only 13,706. The geography of the district therefore needs to be studied, 
and the area and population of the surrounding suburbs taken into 
account, while if the object is to establish a distributing centre, the 
proximity of other large towns or populous areas must not be over- 
looked if the greatest amount of business is to be done economically. 
The information as to the distribution and density of the population 
may be said to show the “ Quantitative ” market. 


_ Per Capita Consumption of Commodities 

Where an established business has already widespread sales, the total 
sales for various areas can be ascertained with but little trouble, and 
the per capita consumption for the different areas calculated by dividing 
the consumption of the district by the number of inhabitants therein 
as shown by the Census Reports. A comparison of the per captta con- 
sumption of neighbouring districts will show whether there is any marked 
divergence; and if such is found to exist, then steps can be taken to 
level up the consumption by investigating the causes and planning an 
intensive selling and advertising campaign. If the particular com- 
modity handled appeals only to certain sections of the community, 
then the per capita consumption of that section can be ascertained and 
compared in like manner; for instance, if the goods are intended for 
the ladies only, the figures relating to the female population would be 
used, while when the analysed returns showing the distribution of the 
inhabitants by ages are available, other data may be obtained. For 
instance, the number of infants will be available, and also the areas 
where the infantile population is dense will be shown, and these figures 
can be used if the product is one intended for the consumption of 
children, or deducted from the total population where the goods are 
for adults only. Similarly, by carrying the analysis of the sales further, 
it will be possible to ascertain whether the per capita consumption varies 
at different times of the year, and this information can be used with a 
view to discovering whether the article is one suitable for use all the year 
round, and taking steps to increase the sales in the seasons when con- 
sumption decreases, or, alternatively, of locating the limits of the 
seasonal demand in the various areas. 


Estimating the Quality of Markets 

The preliminary report of the Registrar-General has nothing to say 
regarding the occupations of the inhabitants of the country, or how 
they are distributed over the various towns or districts, yet this impor- 
tant information will be forthcoming at no very distant date. When 
this is available, it will be possible to estimate the “ quality ” of the 
markets available in the different areas, for if the population in one 
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centre, though dense, consists of relatively poorly paid workers, it may 
not be so advantageous or fruitful in results to a business as another 
district with fewer inhabitants, but these earning higher wages than rule 
in the other area. To obtain such information it will be necessary to 
supplement the information obtained from the Census Reports with the 
statistics of wages and hours of employment issued from time to time 
by the Ministry of Labour. From these figures a fairly accurate estimate 
can be made of the income of the working class area, and thus the pur- 
chasing power of the community in such areas can be gauged to some 
extent. Apart from this, however, the regional lists of occupations will 
supply clues as to the type of commodity likely to be demanded within - 
any given area or areas, and thus arrangements be made to meet the 
possible demand which may arise, or, alternatively, steps taken to interest 
the inhabitants in the particular commodity, and so create a demand. 
In the cases of those houses producing or handling a product which 
appeals only to a certain class or classes of the community, the localities in 
which such people are congregated densely will be shown in the regional 
lists, and the necessary steps to develop any new fields so revealed can 
then be taken. In each of these cases energies will be concentrated 
upon the most likely districts to produce results, thus permitting adver- 
tising allocations to be adjusted and used to the best possible advantage. 
Wasteful expenditure on this very important item will thus be avoided. 
Where a business has a purely local demand for a particular com- 
modity or type of commodity, the principal of such a house can consider 
the advisability of extending his operations to areas having similar 
characteristics, and these can be found by studying the distribution of 
the population by occupations, added to a study of any geographic 
conditions which may have an effect upon the demand. This geographic 
factor is naturally an important one in many cases, for a commodity 
which suits a certain class in, say, the South of England, may be totally . 
unsuited for consumption by a similar class in the North of Scotland. 


Occupational Lists and Labour Supply 

The occupational lists will also show the apparent supply of labour, 
both skilled and unskilled, available for different industries in the 
various districts, and this is an important factor to be considered when _ 
deciding the establishment and location of a new works. Apart from 
climatic conditions it would, for example, be foolish to commence a 
cotton-spinning or weaving mill in Kent, for the supply of skilled labour 
would be non-existent, and thus, unless such labour was very mobile 
indeed, or special inducements were offered, the project would probably 
fail from this cause alone. It must also be remembered that labour is 
not likely to be attracted to an undertaking unless there are reasonable 
facilities for changing the scene of work in the same district should the 
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necessity to do so arise, otherwise should the particular business fail, 
the position of the worker is much worse than when other works of a 
similar nature are in the near neighbourhood. Similarly, the report 
showing the distribution of the population by age and sex will be useful 
for studying the problem of future labour supply. It will be found 
that in those industrial areas where the rate of wages is good, and con- 
tinuity of employment is the rule, that the great tendency is for the 
majority of the children to pass into the industry. Such is not the 
case, however, where seasonal or other fluctuations cause the periods of 
unemployment to be considerable. The future labour supply is an 
important factor, and in establishing a new industry or works one would 
naturally avoid areas where the ratio of children to the total population 
is low, or where the fertility of marriage is small, in favour of those 
districts showing a large proportion of children or a high ratio of pro- 
ductivity. Another factor which has to be considered when studying 
the labour supply is the number of employers, and this information is 
also obtainable from the reports. If it be found that the number of 
employers is increasing, while the labour supply is either stationary or 
decreasing, and the future supply is likely to diminish, competition for 
` the available supply of workers will ensue, high wages will result, and 
the business may not therefore prove to be as remunerative as would 
appear upon the. surface. Anyone, for example, thinking of establish- 
ing a new private educational institution, should carefully study points 
such as these, unless, of course, the personal connections are of such a 
nature as to Insure immediate and future success. 

The third factor which is of great importance when establishing a 
new business in the home trade is the likely demand, and this also may 
be gauged to some extent by a study of the Census Tables, as already 
pointed out, when considering the question of possible markets, and 
therefore that business which is established in a good centre for labour 
supply, without too many competitors, and near a good market for its 
product, has a better chance of success than one not so favourably 
situated. l 


The Localisation of Industries 


Still another factor needs consideration, and that is the proximity 
to supplies of’raw material, for obviously these should be cheaper to 
purchase when produced in the neighbourhood than when they have 
to be transported long distances. Here, again, the occupational lists 
should supply quite a lot of useful information, for it will be possible 
to ascertain where goods or material are produced by studying the 
distribution of the workers, for, when a certain class of worker is found 
to be in a certain area the location of the industry may be assumed. 
Information regarding the localisation of industries is always of 
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importance to a new concern, for, in some cases, there may be climatic 
or physical reasons for such localisation, reasons which will materially 
assist in the successful establishment and development of a business, 
while in others it shows possible fruitful fields for commencing free from 
the stress of competition. Any change in the localisation of industries 
needs to be noted, and the reasons for such changes ascertained. To 
the purchaser of goods it may show fresh sources of supply of raw or 
other materials as yet untouched by him. The producer needs the 
information since his supply of labour may be affected materially by 
migrations to other areas developing the industry, and able, owing to 
natural or other advantages, to produce more cheaply or pay better 
wages. 

The report as to the distribution of the people according to their 
respective occupations is also of great importance to the large producer, 
for it is in this return that he will be able to find the number of distri- 
butive businesses interested in his product. Unless his policy is one 
of appointing sole district agencies, every retailer in his line is a possible 
purchaser and distributer of his goods, and he can thus ensure that all 
are properly approached in order to secure their active co-operation for 
their mutual profit. l 

Advertising men may likewise reap much information from the 
distribution of the population, the areas of greatest density showing the 
most likely field for general advertising, the occupational lists giving 
details of areas suitable for advertising commodities of interest to special 
classes or industries, and generally should assist in suitable forms of 
advertising being adopted, for the type of advertisement which attracts 
replies and business from an agricultural area may bring no result at 
all from a mining or manufacturing area. Luxury articles need adver- 
tising in appropriate localities, furniture and other household articles 
in areas where the number of young people of marriageable age is 
considerable, and articles for children in districts where they are most 
numerous, 

To those concerns engaged in transport of any kind the reports 
should be very helpful, for the distribution of the population and the 
location and magnitude of industries will show fields capable of develop- 
ment, and investigation will reveal opportunities for extension of existing 
facilities, altering the present services to meet changed conditions, and 
so benefit both the public and the business. 


Value of Census Lists to Producers and 
Manufacturers 
The producer of articles of staple consumption can see from the 
reports where to concentrate his efforts in order to develop his markets, 
and also the possible number of consumers he may hope to reach. The 
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manufacturer of a household commodity by studying the distributions 
by families will obtain information to guide him as to likely sources of 
demand, and can plan his selling campaign to reach the maximum 
number with the minimum of expenditure. The sales manager by 
studying the figures given can possibly account for decreases which have 
taken place in his sales in certain areas by the decrease shown in the 
population therein, and can thus relax efforts to maintain sales in a 
district which can only be expected to purchase less. He can thus use 
his efforts, and expend money more usefully, in giving more attention 
to areas which show considerable increases. A study of the preliminary. 
report shows, for instance, that the population of the county of Corn- 
wall decreased by no less than 7,539 people, the decline in Penzance 
alone accounting for 1,382 of this total. It will be found that in this 
particular town the population has fallen 10 per cent on the figures at 
the last Census (1911). Al other things being equal, therefore, sales in 
Cornwall, and in Penzance in particular, must be expected to show a 
decline unless the remaining population increase their consumption per 
capita, but, knowing the true circumstances of the case, there would be 
no need to worry over such fall. Similarly, we find that Dover shows 
a decrease of 3,660, while the neighbouring town of Folkestone shows 
an increase of 4,069, consequently efforts should be directed to increasing 
sales in the latter area rather than try to maintain the same turnover 
in Dover. Other areas will be found to show considerable increases, 
and inquiry would therefore be made to see if the sales had increased 
in like ratio, for, if they have not, steps should be taken to develop the 
latent market which is thus shown to exist, and travellers’ routes and 
advertising allocations adjusted to the changed conditions thus revealed, 
for growing areas need “nursing,” and declining districts while not 
neglected should not receive the same attention as heretofore, provided 
that the per capita consumption of the population does not show a 
decrease at the same time as the number of inhabitants. Demand in 
certain areas for certain commodities may show a decline owing to a 
> change in the sex composition of the population, for if the ratio which 
the two sexes bear to one another changes the character of demand is 
likely to change also. In Devonshire, for example, the population in- 
creased by 9,785, but the male element shows a decrease of 787, while 
the fair sex show an increase of no less than 10,572, so that the demand 
for feminine commodities should show a marked increase as a conse- 
quence, while the male demand might justifiably be expected to decline 
slightly. The other factors as to age and industry must, however, be 
considered at the same time. 

Even the local trader can study his own area to see what changes 
have taken place in the distribution and occupations of the inhabitants, 
for these may affect his trade materially. An increase in the population 
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should increase demand; a change in the occupational pursuits may 
change the nature of the goods in demand. If infants are numerous 
he can lay himself out to supply their multitudinous needs; if young 
people of marriageable age predominate, he can provide for their require- 
ments; if people of mature years are present in considerable numbers, 
attention can be concentrated on those commodities which appeal to 
old age. If the area is a growing one, he must take steps to see that 
his demand grows at least in the same ratio as the population. If-it 
does not, he is being left behind in the business race. 

In studying the preliminary report it must be remembered that 
later and more detailed returns may alter the aspect of the present data 
in some cases. The forced postponement of the Census to 19th June 
undoubtedly affected the distribution of the population to some degree, 
for holiday makers were recorded at the holiday resorts instead of in 
their own towns, while a Sunday in summer results in many people 
being away from home on week-end or other short visits. The occupa- 
tional lists will, however, be prepared on the basis of the place of em- 
ployment, and will thus correct to some degree the figures for seaside 
towns and other holiday resorts, and therefore the figures for these must 
only be tentatively’ accepted. 

Numerous other uses for the Census figures will doubtless reveal 
themselves on intelligent inquiry, but enough has been said to indicate 
their great value to enterprising traders. 
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The New Angle 1 in a Industry 


2 


I am satisfied that unless we can look at industrial problems 
from a new angle things will go from bad to worse. Employers 
must be ready to share with those who work for them the 
control and the profits of the business, and the wage-earners 
must equally recognise that the well-being of Labour depends 
on the profits of industry as a whole. . 

We must introduce a democratisation of eur industry, we 
must recognise that the common interest of employers and 
employed requires the recognition that both classes are 


partners in a common enterprise. 
~—Lord Robert Cecil 
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An economical and expeditious method for the wholesale house of getting empties— 
_ boxes, cases, crates, eto.—returned promptly is oudlined in this short article. 





Cutting Down Office Expenses 


By Ernuet Riepy 


A Useful System for Wholesalers 


Bo crates, skips, in which goods are sent, are invariably charged 
to consignee on invoice. A request, either printed at foot of invoice 
or on printed slip attached, is made, such as: “ Please return empty 
case as soon as goods have been cleared, when credit note for same will 
be forwarded.” The work entailed in dealing with these boxes, etc., 
is that— 

(1) Each box is charged up with goods. 

(2) When an empty box is returned a credit note must be passed. 
This is forwarded to customer, and at least 1d. must be spent in postage 
on every one sent. 

(3) An entry has to be made in the box credit book; a posting made 
by clerk to credit a customer’s account ; and later such posting must be 
checked. 

A system which I have found most EA and which does away 
with entries and postings in connection with box and skips, is the 
following— 

When sending goods in a box or skip the goods only are charged on 
invoice, but a red printed slip (gummed at edge) is attached to invoice. 

This reads : The box No. — which has been despatched to you to-day 
with the goods as invoiced has not been charged for. Please return as 
quickly as possible. Should we not receive back within ten days from 
date, a separate invoice will be sent to you for the value of case 25s. 

After the system had been in force for four weeks, a record was taken 
for the same period to find out how many cases, skips, etc., had to be 
charged up owing to these empties not being returned in the stated period. 

Out of 453 cases, etc., it was only necessary to pass debit nots for 
17, so that the saving effected was as follows— 

436 entries through the box credit book ; 

436 debit notes to be made out by office staff ; 

436 envelopes and cost of (1d.) postages, £1 16s. 4d.; and 

436 posting to customer’s credit in the ledger. 

I have found that customers invariably return empties as quickly 
as they can, especially the small retailer who has not much room to have 
empty cases lying about. 

A suitable method of recording the despatch and return of empty 
boxes can be carried out by using a card cabinet, each card to represent 
2 box or case. 
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Say, for instance, that a firm have 500 boxes; each card is tabbed 
and numbered 1-500, in numerical order. 


453. 
BOX No. 









July With | Blank & Co., Main Siret, Birmingham 


As each box is sent out the date, name, and address of customer is 
entered, also the folio of the box debit book. For instance, box 453 as 
shown is sent to Blank & Co., Birmingham, on 11th July, and the box 
debit book Folio is 37. This box is returned 18th July, and the card 
453 is referred to and marked up returned 18th July. The debit book 
entry Fo. 37 is ruled through and marked up returned, giving date. 
When boxes are returned within ten to fourteen days, no debit note is 
required ; but each week the debit book is gone through, and where cases 
are not returned in the period allowed, a separate charge is made for 
the case and the customer’s account is debited accordingly. 

As stated, however, only a very small percentage of the boxes sent 
out have to be charged up. 

The time saved by this method, not only in clerical work but also in 
postal expenses, is very considerable. 





British Sample Rooms Abroad 


A PROMISING scheme has been arranged, designed to facilitate British export 
trade by the establishment of sample rooms of British goods in the leading 
foreign commercial centres. A company known as British Samples, Ltd., has been 
formed to manage the sample rooms, and the Federation of British Industries 
are acting as agents for the company in Great Britain. The first British sample 
room is being established at No. 9 Rue de Ligne, Brussels, one of the busiest 
international business centres in Europe. It is intended that these sample rooms 
shall be complementary to the existing trade fairs, and they are designed, not as 
a substitute for local agents and representatives, but in order to afford them the 
utmost possible assistance. Each sample room is to be in charge of a competent 
British manager and staff, who will not only show and explain exhibits to intending 
purchasers, but promptly inform exhibitors or their agents of the names and 
addresses of bona fide inquirers. Facilities will also be provided for the transaction 
of business with intending customers, while catalogues and other trade literature 
will be stocked and distributed. Full particulars of the cost of exhibition, etc., 

an be oo from the Exhibition Department of the Federation, 39 St. Jame 3 

treet, S.W.1 
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“Every State in South America has agriculture as a second string to the industrial bow 
. crops, prices, and seasons reflect the mercurial prosperity of vast areas.” 


The Staple Industries of South America 


Their Effect on Foreign Imports 
l By CHARLES DoMVILIE-FIre, 
Late Correspondent of “The Times” in South America, author of “ Through 
Central America,” “ The Great States of South America,” etc. 

T purchasing power of each South American State in any single 

year depends in large measure upon the receipts obtained for the 
sale of the produce wrested from the soil during the preceding six or 
twelve months. When considering the opportunities offered by these 
wonderfully rich countries for the importation of foreign manufactured 
goods one of the most important factors to bear in mind is the dependence 
of all the Spanish-American States upon the wealth of the soil, agricul- 
tural, sylvan, and mineral. The barometer must be closely watched and 
the campaign of the foreign importer carefully adjusted to suit the yield 
_ of farm, forest, and mine. 


An Economic Peculiarity 

Many people have hitherto studied the tide of political events ; a hint 
of revolution in one state being sufficient to cause them to withhold both 
credit and merchandise not only from the affected area but also to check 
business and press for the settlement of outstanding claims far and wide 
over the sub-continent. To these, probably otherwise shrewd business 
men, it may come as a surprise to learn that money is more plentiful 
and is spent more freely both before and during a revolution, or lesser 
political upheaval, than at any other time, and, what is even more 
amazing, business in these states generally is very brisk immediately 
after any such event. The causes are far too deep in the political and 
economic system of these countries to be given in detail here, especially 
as violent disturbances are becoming more and more infrequent in all 
the principal states. 

It should, however, be pointed out that even where revolutions 
have occurred the life and property of foreigners have nearly always 
been respected, and that the national leaders are far too well versed 
in the art and history of civil war to launch their ambitious schemes 
when the storehouses of the country and the pockets of the people are 
empty. The savings of years are often expended in a few weeks of 
turmoil, because the ignorant peon expects that after the revolt he will 
be paid heavily for his services by one side or the other. Settlement 
day comes later, and often creates the counter-revolution with which 
every student of South American history is familiar. 
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A Misleading Term 

The ill-considered use of the geographical name, “ South America,” 
has led to a great deal of ignorance and confusion. Many people kncw 
that Buenos Aires, Rio de Janeiro, Lima, La Paz, Santiago, and Bogotá 
are in South America, but they have to consider very deeply when they 
hear of Paraguay, Uruguay, Ecuador, or Bolivia. South America is, 
however, a large place. Its population of 58,000,000 offers no indication 
of its size; neither is an exact estimate of its area possible, because 
several million square miles still remain a terra tncognita. Careful 
measurements, however, lead to the supposition that its land surface 
covers about 7,750,000 square miles, or nearly three times the area of 
Europe and considerably over twice that of the United States Owing 
to the difference in latitude between its northern tropical coast on the 
Caribbean and its “ Cape of Storms ”’ in the Antarctic Ocean no generali- 
sation can be applied, and this is especially the case with staple products, 
good and bad seasons, and the concomitant purchasing power of the 
people, which is the barometer of foreign trade. Locusts may destroy 
the crops on the pampas of Argentina, cattle disease may reduce the 
herds of the Rio Grande, but the São Paulo coffee estates in Brazil, 
the nitrate fields of Chile, the copper mines of Peru, the cocoa estates 
of Colombia and Ecuador, and the sheep-runs of Patagonia may enjoy 
bumper yields and herds. All these territorial divisions with their 
staple industries are at least a thousand miles apart. 


Importance of Staple Industries 

This brings us to the subject of this article, a study of the great 
industries which have made the ten states of South America into ex- 
ceedingly prosperous nations, with a combined import and export 
trade of nearly 500,000,000 sterling per annum. The foreign firm 
engaged in organising or extending commercial relations with these 
countries, especially those who desire to build up a large and lucrative 
import trade into South America, must study these all-powerful staple 
industries, which dominate the whole commercial and industrial life 
of the countries in which they are situated, and will need to foresee the 
demand for imported merchandise in different places at different times, 
according, very largely, to the success or failure of the key industries. 


The Coffee Industry 


Brazil furnishes about three-quarters of the world’s production of 
this commodity, and coffee represents one of the great staple industries. 
Although this is the case few people are aware of the country of origin 
when consuming it. The reason for this is that Brazil often grows more 
than can conveniently be sold, and speculation in the distributing 
centres causes, for commercial reasons, the place of origin to be 
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suppressed. The chief producing states in the Brazils are São Pavlo, Rio 
de Janeiro, Minas Geraes and Espirito Santo. The area covered by the 
fazendas, as the coffee plantations are called in Brazil, is about 4,000,000 
acres with 800,000,000 trees, and the average annual production varies 
from 10,000,000 to 13,000,000 bags of 60 kilos. each. The capital: 
invested amounts to about £140,000,000. 

The world’s production of coffee each year is approximately 17,000,000 
bags, and the chief producing countries in order of importance are Brazil, 
Colombia, Venezuela, the States of Central America, the West Indian 
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Islands, and the Dutch East Indies. The value of the yield from the 
Colombian fincas is about {10,000,000 per annum, but the markets of 
the world are more or less dominated by the enormous Brazilian output. 
Owing to the low price obtained for this commodity during certain years, 
and to the fncreasing production by Colombia and Central America 
of the milder blends so much favoured in European markets, various 
plans for artificially raising the price and increasing consumption have 
been tried by the Brazilian Government and planters. 

In the year 1903 a valorisation scheme was put into practice, whereby 
the Government of Brazil bought large stocks and held them for more 
favourable markets. This was a failure, and numerous other remedies 
were tried, including the burning of vast stocks, the payment of a subsidy 
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of £50,000 in five yearly instalments to a propaganda and sales company 
in London, the maintenance of a publicity campaign in Europe, the offer 
of big subsidies by the States of Minas Geraes to national co-operative 
societies selling coffee in certain European cities, and the imposition 
of prohibitive taxes on the establishment of new plantations. Realising 
the impossibility of effectually stimulating both prices and sales artificially 
by any of these means the cultivation of other crops in combination 
with that of coffee has been steadily on the increase for some years. 

Coffee is, therefore, one of the dominating factors in the financial, 
industrial, and commercial affairs of Brazil, Colombia, Venezuela, and 
the States of Central America. If these great and prosperous states 
were deprived of the revenue derived from this source they would suffer 
considerable and very far reaching misfortune. Happily there are other 
staple industries which decrease the risk, and tend to minimise the 
fluctuations caused by good and bad seasons. 


Cattle Breeding and Allied Industries 


Although the chief centres of these great industries are the plains 
of Argentina, Uruguay and Paraguay—the temperate zone of South 
America—they nevertheless form minor staples in Brazil, Colombia, and 
Venezuela. Stock-raising is one of the best paying industries in these 
countries, owing to the comparatively low value of the land (minimum 
one shilling an acre) and to the cheap system of extensive breeding on 
natural pastures. The climate of the temperate zone admits of animals 
being born, reared, and fattened in the open, thus doing away with the 
necessity for the erection of enormous and costly shelters. 

There are in Argentina about 33,000,000 head of cattle, 10,000,000 
horses, and 83,000,000 sheep. In the Brazilian States of Rio Grande and 
São Paulo the numbers are 12,000,000 head of cattle and 2,000,000 
horses ; on the plains of Paraguay about 4,000,000 cattle and 500,000 
horses; Uruguay has 9,000,000 head of cattle, 26,000,000 sheep, and 
500,000 horses; Colombia about 8,000,000 of the former beasts, and 
Venezuela about the same number. It should, however, be pointed 
out that these figures include draught-oxen, which are largely used for 
transport purposes, but the extent of the industry and its influence 
on the markets of the world can be seen from the simple fact that there 
are approximately 80,000,000 head of cattle and 100,000,000 sheep in 
the Atlantic coast states of South America. 

The value of the hides exported each year from these countries amounts 
to about £30,000,000, and the live and frozen meat to over £140,000,000. 
One of the largest cattle-breeding estates in South America is that belong- 
ing to a well-known English firm, Messrs. Liebig, who own nearly 2,000,000 
acres with over 300,000 head of cattle, two townships, and a wonderful 
hygienic factory for making preserved meats and extracts. 
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Cereals and Rubber 


Every state in South America has agriculture as a second striag 
to the industrial bow, and it is therefore necessary for the importers of 
foreign manufactured goods to watch the crops, prices, and seasons, 
which reflect the mercurial prosperity of vast areas of territory, hundreds 
of towns, and millions of people. A cheap substitute is sometimes more 
saleable than a better but more expensive article when crops have been 





OURO PRETO, STATE OF MINAS GERAES, BRAZIL 
the Commercial Centre of the Mining Region 


a failure either through scarcity or low price. Agricultural machinery 
sells well after a good harvest. The cultivation of new crops offers an 
opportunity for the importation of suitable machinery. A drought 
means the boring of new artesian wells. Examples of this kind could 
be multiplied indefinitely, but it is unnecessary here to do more than start 
the train of thought. In the United States several large exporting 
firms have compiled tabular statistics of the effect of good and bad 
seasons in various parts of South America upon their sales in these areas, 
and have tested different methods of overcoming any loss by the rapid 
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. transfer of steels kon a locality where there i is a a slump to one in 1 which 
-there is a boom. ee 
_ The total area under sina in Jarama is Stout 65,¢ 000, 000 
i acres, and there is a further area of about 200,000,000 acres of land suitable 
for agricultural purposes. The exports, which consist mostly of cereals, 
= have an average annual value of 20,000,000 sterling. In the neighbouring 
© Republic of Uruguay the area under wheat is about 1,000,000 acres, 


and that under oats 152,000 acres. In Brazil, rubber, cocoa, sugar, = 


cotton, maize, and tropical fruits take the place of wheat, oats, and 
barley. The depression in the rubber industry has seriously affected 
those South American states which depended upon this commodity 
as a second staple industry. Bolivia is the worst sufferer, because her 
somewhat isolated position in the heart of the continent, and without 
a seaboard, has rendered the development of other branches of tropical 
agriculture somewhat difficult, owing to the high cost of freight. 

Much of the rubber produced by Brazil, Bolivia, Peru, Colombia, 
Ecuador, and Venezuela is gathered from the wild trees in the great 
equatorial forests of the Amazon Valley, and the drop in the price of this 
much used article in the markets of Europe and the United States has 
caused serious depression and unemployment in the up-country stations 
of these great states. 


Cocoa, Cotton, and Sugar 

The centre of the cocoa-growing industry, so far as Brazil is concerned, — 
is in the State of Bahia, where there are nearly 9,000,000 trees. -The 
production of the whole country amounts to about 100,000 metric tons. 
It is, however, only in the state mentioned that cocoa is the governing 
economic factor, and the prosperity of the industry has caused a con- 


- siderable extension of the railway and public works systems of this- . 
- hitherto somewhat backward region. In Venezuela there are 5,100 — 


© cocoa estates covering an area of about 180,000 acres, and in Ecuador 
over 6,000 plantations. In this latter country it forms the principal 
> industry. 
Cotton is of considerable importance to all who do business in either 
© the coast region of Peru or that of Brazil. In both cases it is cultivated 
-in combination with sugar cane, and these two form the dominant factors 
when estimating the purchasing power of the people of these regions. 
=- In Peru the output of sugar is valued at 4,500,000 sterling a year, and 
= the export of cotton at 2,000,000. 


The Value of the Mines 


Although from the time when Argentina was a Spanish colony, up 
to the present day, many small townships in the far interior, along 

















upon the minerals extracted from an unwilling soil, mining, as an industry, 2 
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is of no economic importance at the present time. The same may be 
said of the other two countries, Uruguay and Paraguay, whose territory 
lies principally on the great South American plains. 

The chief mineral regions of Brazil are situated in the States of Minas 
Geraes and Bahia. The first decree authorising the working of gold 
mines was signed in 1824, and under its authority there was founded 
in London the Imperial Brazilian Mining Association. The-success of 
that concern led to the formation of many other companies, and it has 
been estimated that the output of this precious metal from the earliest 
times to the present day amounts to about 1,132 tons! 

Diamonds were first discovered in Brazil in 1727, and since then 
the fields have been fairly closely prospected. The stones are found in 
the alluvial deposits of certain rivers in the State of Minas Geraes, par- 
ticularly near the town of Diamontina, although many fine specimens 
have been discovered quite recently in the States of Goyaz, Matto Grosso, 
Paraná, and Bahia. The average annual value of the precious stones 
exported from Brazil is approximately £108,000. There are also large 
deposits of iron ore in many parts of the country. 

Mining is, and undoubtedly will remain for many years, the staple 
industry of Bolivia. In every department of the highlands of the Andes 
some kind of valuable mineral may be found. Even the somewhat 
isolated position of this country, which increases the cost of freight to 
such an extent that coals worth thirty shillings per ton on the coast 
cannot be purchased for less than seven pounds for the same quantity 
at the mines, has not succeeded in preventing Bolivia from attaining 
the position of the second largest tin producing country in the world, 
and the place of third importance among the silver producing -states. 
The average exportation of pure tin is 36,500 tons; antimony, 18,000 
tons; copper, 23,000 tons; gold, 800 kilos, and bismuth is also very 
largely produced. The guiding factor when considering the present and 
future economic importance of Bolivia is-the value of the minerals 
produced, and this is more than ever the case now that the collection of 
rubber in the forests of the lowlands has fallen upon evil days. The 
total value of the mineral exports amounts to about 6,000,000 sterling 
per annum. 


Nitrate, Copper, and Gold 

About twenty miles inland from the coast of Chile, on the Atacama 
Desert and the Plains of Tarapacá, are situated the famous nitrate fields 
which form the principal wealth of this prosperous and energetic state. 
There are several hundred “ oficinas”’ for refining the “ caliche,” 
or nitrate mixed with earthy impurities. These oficinas have their own 
railway lines, waterworks, stores, and other public works, and the output 
of nitrate of soda is valued at 360,000,000 pesos (about 30,000,000 
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sterling). The fields also provide enormous quantities of iodine, borax, 
and salt. So great is the importance of these industries to the Republic 
of Chile that the trade of the northern portion of the country is entirely 
dependent upon their continued success, and over half the national 
revenue is derived from them. Nearly all the nitrate refineries, fields, 
and railways belong to English companies. 

Chile has a secondary staple in the vast copper deposits, situated 
immediately to the south of the nitrate zone, around Antofagasta, 
Taltal, Tocopilla, and San Juan. There are coal mines in the central 
Province of Concepcion, and gold-washings in Chilian Patagonia and 
Tierra del Fuego. The value of the mineral exports is about £8,000,000 
a year. From these few facts it will be seen that Northern Chile is 
essentially a mining region, and the capacity to absorb imported manu- 
factured goods largely depends upon the fluctuations of these key 
industries. In the longitudinal valley, which forms the centre of the 
country, and in the far south, agriculture, as well as cattle and sheep 
raising, take the place of mining. With the cessation of the Great War 
in Europe, and a consequent decrease in the demand for the nitrate used 
in the manufacture of certain explosives, there came a period of wholesale 
dismissal of nitrate diggers, followed by slack trade and unrest. Many 
importers who had not foreseen these events were loaded with goods 
which they could not sell, but the demand for the products of the agricul- 
tural centre and pastoral south had increased, and so the surplus stores 
in the north were transferred by sea to the thriving towns in the south 
of the republic, and only those merchants who failed to watch the 
barometer of the staple industries were left with vast unsaleable stocks 
in costly storage. 

Another country which relies for present prosperity upon the mining 
industry is the Republic of Peru. The variety and abundance of the 
deposits make this country one of the richest mineral zones in the world. 
The average annual value of the copper exported is £6,000,000, and the 
richest districts are Cerro de Pasco, Yauli, and Moquegua. The second 
lines of economic defence are sugar, cotton, petroleum, and wool. Further 
north is situated the Republic of Colombia, the largest producer of 
platinum in the world and of gold in South America. The estimated 
value of the output during the year 1920 is: platinum £1,000,000, and gold 
£2,000,000. In addition, Colombia is said to possess thé largest area 
of oil-bearing lands in the world, but at the present time coffee heads 
the list of staple products, and bananas and hides both come before 
minerals. This country is, decidedly, one of the most stable and 
prosperous in Spanish America. 

These are the main factors in the economic prosperity of the different 
countries and areas of South America. The fluctuations of these key 
industries are the British exporter’s most reliable and profitable guide. 
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This article is a real money-saver, and lucidly explains how the exporter can finance 
his foreign trade and avoid exchange losses in the present difficult times. 


How to Utilise Foreign Currency 
Balances 


By W. M. BANES, 
Prize Hesayist of the Institute of Bankers in Ireland. 


How much would a greater knowledge of the foreign exchanges assist our merchants 
during this difficult period? A great deal of trouble might be avoided by the adoption 


of the practical advice given below regarding the va in which foreign currency 
can be manipulated. 





HE position which the sterling bill on London held before the War 
made it unnecessary for British merchants to deal to any great 
extent with other forms of currency. A very large proportion of our 
trade was carried on by the sterling bill and a quotation in British money 
was not seriously objected to by the foreign customer, hence the lack 
of a more widespread knowledge of foreign exchange. Even if the 
exporter in this country formerly invoiced his goods in francs or dollars 
the rates of exchange were so stationary that he was always certain to 
obtain approximately the amount of his own money which he had 
expected, by selling his foreign cheque, and without adopting any special 
safeguards. 

During the War the ‘ pegging ” of the exchanges by Government 
action ensured a certain artificial stability, but after the Armistice when 
_ the rates were left to find their economic level many traders with out- 
standing accounts in foreign currency suffered severely. Unfortunately 
the gravity of the situation was not realised by the majority. The 
general depreciation of continental paper was looked upon as merely 
temporary, and instead of cutting losses which would then have been 
relatively small, many resolved to await a future improvement which 
up to the present has not materialised. A common method of holding 
the foreign currency was to hand the cheques received in payment to 
a banker, requesting him to hold the proceeds abroad until further in- 
structions. In this way many exporters are unwillingly in possession 
of large holdings of depreciated currencies. The purpose of this article 
is to show how these holdings can be used to insure against exchange loss 
on future transactions, or how the trader’s resources thus held up can be 
released to finance his present trade, without in either case missing the 
benefit of any appreciation in their value. 

A trader who formerly conducted a large ENT on the Continent, 
and who now holds considerable sums of francs, etc., of which he is 
unable to dispose without heavy loss, said recently that he now refused 
to quote his prices in any form except sterling, owing to the risk of loss 
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in the exchange. I was not surprised to hear that he found it difficult 
to effect sales. Such a policy is fatal at present, as with so many com- 
petitors wooing the markets abroad the foreigner will not readily incur 
a debt in British money as he does not know what this sum will cost in 
his own currency wher he wishes to remit payment. 


How to Cover Exchange Risk . 

Ignorance of how to manipulate his foreign balances was seine 
this man’s chances of trade. He should have operated in the following 
manner. Assuming that he had a French customer, he should have 
quoted his prices in francs at the current rate, and having sold goods for, | 
say, 100,000 francs, he should have instructed his banker to buy from him 
that amount of francs out of those held for his account. In this way he 
covers himself immediately against all exchange risk, and when he receives 
the payment of 100,000 francs at the end of the period for which he has 
allowed credit this sum can be retained to make up the balance held for 
future appreciation to its original amount. Of course he could also have 
covered himself by selling the francs to be received for forward delivery 
at the time when payment was due, a method which does not receive the 
attention it deserves, but when a balance of the foreign currency was 
already held the method outlined above is superior as it gives the exporter 
immediate use of the sterling received from the sale of the francs, and if 
the payment does not arrive as soon as expected it saves the trouble of 
having the forward contract extended. 


Forward Currency Purchase 

Having shown how foreign currency balances can be used to cover 
exchange risk on present transactions, I will now point out how their 
owner can obtain their sterling equivalent to finance his current trade, 
without losing any benefit he would receive by the rate ultimately moving 
in his favour. The common method of borrowing from his banker 
against the security of the currency held is an expensive one owing to 
interest charges. The correct procedure is to sell the currency for cash, - 
purchasing a similar amount for delivery several months ahead. This 
ensures regaining possession of the currency at the expiry of the fixed 
term, meanwhile the sterling received for the sale is at the owner’s 
disposal, On the maturity of the forward purchase the operation may 
be repeated if the rate is still unfavourable for the final realisation of the 
holding. 

The rate for such transactions varies according to the state of the 
forward market. At present, if dealing in French exchange, it should be 
possible to buy forward francs for a little less than the amount obtained 
by selling the spot francs, thus making a small profit. In the case of 
Belgian francs there would be a slight loss, about the equivalent of 
interest at 1$ per cent per annum. 
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“A widespread knowledge of the true meaning of profit would lead to a better 
understanding of the co-operative nature of industry.” 





What is Profit ? 


By -P. D. LEAKE, F.0.A. 










In this striking article Mr. Leake calls into question generally accepted definitions 
of profit, and boldly attempts an entirely new definition of the term. He argues that 
profit is interchangeable with production. ‘ Production is profit, and profit is pro- 
duction,’’ he says, and maintains that a true conception of its real meaning would 
throw a flood of new light upon State taxation problems. ; 









Lack of Clear Definition 


T number of descriptive words used in the science of accounting 
which lack clear, concise, and adequate definition is very remarkable. 
One of the first requirements in any branch of science is that the terms 
used shall convey a definite and clear-cut meaning. Accounting is a 
science concerned with computing and dividing production, and as the 
very foundation of every modern social system rests upon the accurate 
measurement and equitable division of production, the science of account- 
ing is second to none in importance. Yet in this science the confusion 
of thought due to the absence of any adequate definition of many words 
in common use is almost inconceivable. For instance, it is probable 
that no two authorities would be found to give an identical definition to 
any one of such words as—profit, capital, capital outlay, goodwill, 
labour, depreciation, value, production, reserve, and so on. It is 
proposed in this article to consider the true meaning of the word profit. 

Profit is, in fact, production, and production is the supply by man 
of all required for man’s wants. But the meaning of the word profit 
has come to be narrowed and to be regarded as though it extended 
only to that share of production which falls to the owners of any profit- 
seeking undertaking in return for the services of their capital employed 
and risked in the undertaking. Sometimes, but not always, profit is 
held to include the reward for the personal services of the owner of an 
undertaking. Again, an individual owning part only of the capital of an 
undertaking is often remunerated for his services to the undertaking by 
a fixed salary. In such case the salary is usually deducted, along with 
other payments made by the undertaking, before striking the balance 
of so-called profit. On the other hand, in a private partnership, requiring 
only a small capital, it sometimes happens that a charge is made in the 
profit and loss account for interest on capital, and inthat case no more 
than the balance remaining, after providing the interest, is called profit, 
and such balance is divided between the working partners in some agreed 
proportion as remuneration for their personal services. Thus itis clear 

307 








Business - Organisation » and » Management 





that an indefinite and varying meaning is commonly attached to this 
broad word—profit—which is derived from the two Latin words, pro 
and facto (to make or to do). 


Illustration of Profit in Prehistoric Times 


To illustrate the nature of profit or production, it is instructive to 
look backwards to prehistoric times. Man, in his uncivilised state, 
found it necessary to work in order to maintain himself. He must till 
the ground, and hunt, and spin, and build, and there is no doubt that 
the supplies he thus obtained to answer his wants were the profits 
arising out of his work. Let the supplies obtained by him over a period 
of one year be represented by the figure 100. In the course of the year 
he and his family might probably actually consume the whole of the 
food and wear out the clothes and rough shelter obtained by means 
of his tiling, hunting, spinning, and building; but it would clearly 
be incorrect to say that, because the supplies have been consumed, 
therefore the man’s labours have not resulted in profit. The profit is 
the whole production, and in this case amounts to 100. 

In course of time this man may have employed another of his kind— 
perhaps either less experienced or naturally less capable and confident— 
to assist him in his labours, and may have agreed to remunerate him by 
providing him with food and shelter in return for his services. Assuming 
that co-operation between these two men resulted in the year’s sup- 
plies being twice as great—represented by 200-—-and that the assistant 
consumed a proportion of the supplies represented by 75 only, what then 
is the profit? The profit is 200, but it has been shared between two 
co-operators ; the assistant’s share of the profit is 75, and the principal’s 
share of the profit is 125. The assistant may, of course, himself, in due 
time, by the exercise of diligence and capacity, rise to the position of a 
principal, and employ others, in his turn, to help him. He may, on the 
other hand, turn out to be worth less than his keep, and in that case he 
will lose his job, and must maintain himself in some other way. No 
State can maintain him. 

Besides human effort there is always another co-operator in produc- 
tion. This other co-operator is capital. In prehistoric days capital 
consisted chiefly of rude implements of husbandry and of the chase—- 
together with the rough appliances used for purposes of shelter. Capital 
was then a small co-operator in production. Then, as now, it consisted 
of the result of past human effort saved, and left unconsumed. Capital 
is thus always represented by savings, and existing capital always 
consists wholly of exchangeable materials and commodities. In order 
to induce the owner of capital—instead of consuming it—to employ and 
risk it in co-operative enterprise, the capital must obviously be admitted 
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toa share of co-operative production, and the lawful owner of the capital 
is naturally entitled to receive this share. 


Production in Modern Times 

In order now to illustrate the meaning of production in modern social 
conditions, suppose the simple case of a manufacturing undertaking, the 
out-put of which for a given year realises £100,000. The profit and 
loss account might stand thus— 








Stock at beginning of year . ; 16000 Sales ; ‘ i ; ; 10000 
Purchases. (Materials.) i . 10,000 | Stock at end of year . . . 10,000 
Wages . . ; : 60,000 
Balance carried down . r . 30,000 

£110,000 £110,000 





Expired capital outlay on plant, etc. 5,000 
Expenses, including payments for Gross Profit brought down . . 30,000 
coal, gas, electric current, car- 
riage, rates, insurance, law 
charges, travelling, horse-keep, 
advertising, stationery, printing, 
postages and telegrams, tele- 


phones, repairs, etc. ; . 5,000 
Salaries . š ‘ p . 8,000 
Rent of hired premises ; . 1,000 
Interest on borrowed capital . 1,000 
Balance—commonly called profit 

—-being the reward for the princi- 


pal’s services, and for the 

services of that part of the 

capital employed in the enterprise 

which belongs to him, i.e. which 

ig not ‘borrowed ; : . 10,000 


£30,000 £30,000 








The production of the above enterprise for the year is £80,000 made 
up as under— 


Wages . ; ; : ; ; ‘ 60,800 
Salaries . ; ‘ i : „^ a 8,000 
Rent of hired premises. : ‘ . 1,000 
Interest on borrowed capital. A . 1,000 
Principal’s services, and the services of his 

capital ‘ s ; : i . 10,000 
$ £80,000 





This production is the net increase of value arising out of the particular 
undertaking as the result of the co-operation of the various kinds of 
human effort and of capital. This net increase of value falls to be divided 
between the co-operators. The co-operators include those who contribute 
human effort, whether as wage-earners, salary-earners, or principals— 
together with those who contribute the use of their capital, whether it 
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be land and buildings required for occupation, or money sunk in plant, 
machinery, and stock, and for other purposes of the undertaking. Thus 
the amount of production arising at any one point is really the revenue 
less only the cost of any and all goods and services received from other 
undertakings. Such cost includes all payments for materials used, pay- 
ments for carriage, and in fact all payments made, except for the services 
of employers and employed and for the use of all capital—including land 
and building occupied—irrespective of ownership. 

The example stated above may be varied, for the sake of further 
illustration, in such a way as to apply to an enterprise, otherwise similar, 
but employing less wage-earners and more principal’s capital. Included 
in the £80,000 production, there might thus be wages £10,000; and 
principal’s services, and the services of his capital £60,000. This would 
equally represent a profit or production of £80,000, arising out of the 
undertaking—but differently divided amongst the several classes of 
co-operators. 


Production is Profit 


é 


A consideration of the meaning of production leads inevitably to the 
conclusion that the words “ production’ and “ profit” are inter- 
changeable, that production is profit, and profit is production. The two 
words have each precisely the same meaning. Production is properly 
defined as the supply by man of all required for man’s wants. This is 
a comprehensive definition, and it includes, of course, distribution. 
It will be found that everything supplied by man to answer man’s 
wants is exchangeable. Thus, all useful work and services rendered by 
man and by capital is rightly described as production, and the whole 
resulting annual advantage is annual profit. Such work includes not 
only the production of food, clothing, shelter, and the means of transport 
and communication ; it includes also the advantage or satisfaction derived 
from the other material arts which man wants, and is willing to pay for, 
such as painting, sculpture, and manufactured furniture, jewelry, books, 
and musical instruments. Equally it includes the benefit arising out of 
the non-material arts, such as authorship, statesmanship, advocacy, 
singing, acting, the use of musical instruments, teaching, domestic 
services, and the operation of all means of transport and communication. 
It seems, then, that all useful workers are properly described as producers, 
and that which they produce is wholly profit. The amount of the profit, 
production, advantage, or benefit is equal to the amount which man is 
willing freely to give in exchange. 

The fact that production always needs the co-operation of capital is 
of course plain enough in the case of the great profit-seeking undertakings, 
whether engaged in manufacture or distribution. But this will be found 
to apply equally to every occupation, although in many cases the capital 
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element is small. The work of the author, the singer, o~ the actor, 
cannot be properly performed except in co-operation with some kind of 
existing capital.. Thus the author, the statesman, the advocate, each 
needs the aid of at least the written record ; the actor must have the use 
of stage accessories; and the domestic servant requires suitable appliances. 
On this supject Mr. G. K. Chesterton gets in a home thrust when he asks 
the advocates of the abolition of private property to explain the method 
of using a Communal toothbrush, or a Communal pair of trousers. 





Points at which Partial Production Arises 


‘In considering what is the amount of production arising at a given 
point, regard must be had to the nature of the operations performed at 
that point. For instance, the profit, or production, represented by a 
loaf of bread—for which the consumer may pay one shilling delivered 
at his home—is one shilling. But the process of production has been 
carried out by a number of separate undertakings, and at a number of 
different points. These are represented by such occupations as the farmer, 
the miller, the merchant, and the baker. The profit, or production, 
represented by the shilling is the total value of the services of the various 
co-operators in each of these several industries. By far the greater part 
is represented by current human.effort, but some portion by the services 
of capital, which, however, itself, always represents human effort exercised 
at an earlier date. The co-operators of the farmer include himself, his 
employees, and the capital employed irrespective of ownership. The 
farmer’s profits for a given period are equal to his revenue, less only his 
expenditure for materials consumed, and expenses other than wages paid 
to his own employees, and less also the expired capital outlay for the 
period over which the profits are to be ascertained. The profits of the 
other undertakings concerned in the production of the shilling loaf are, 
in their turn, determined in the same way. It will be observed that the 
shilling is wholly profit or production to someone. The greater part of 
the shilling is earned by the co-operators of the farmer, the miller, the 
merchant, and the baker, but each of these, in his turn, requires some 
service from other undertakings such as the supplier of coal, the carrier, 
the Post Office, and the telephone. The profit, or production, of each 

of which undertakings is, again, in its turn, something less than the 
"revenue, and this process continues until it reaches the earth itself, which 
is the source of all material. Land in possession is itself capital—its 
possession being due always to human effort exercised in the more or less 
remote past. And it is important to remember that land is the only form 
of capital outlay which does not expire in the process of seeking profit 
or production. 
It has been said that profit is production ; that it is nothing less than 
production ; that in fact the words “ production” and “profit” are 
' 8u 
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interchangeable. It may be asked, then, what is the meaning of the 
common expression ‘cost of production? ’’ The answer is that the 
accounting term “ cost of production ’’ must always be construed by 
reference to the question—-Whose production ? Does the question relate 
to the production of the farmer, the miller, the merchant, the baker, or 
of some other undertaking at which—what may be called—partial 
production has arisen? It may be truly said the profit arising out of the 
supply by man of any want of man is the amount which man is willing 
to give in exchange for the supply of that want. The profit thus consists 
of the total value of the services of the various co-operators in each of 
the several industries either directly or indirectly concerned. 


Comparison with Old Definitions of Profit 


How does the conception of profit—as co-equal with production— 
agree with the old definitions? McCulloch said: “ Profits must not be 
confounded with the produce of industry primarily received by the 
capitalist. They really consist of the produce or its value remaining 
to those who employ their capital in an industrial undertaking after all 
their necessary payments have been deducted, and after the capital 
wasted and used in the undertaking has been replaced. If the produce 
derived from an undertaking, after defraying the necessary outlay, be 
insufficient to replace the capital exhausted, a loss has been incurred. 
If the capital is merely sufficient to replace the capital exhausted, there 
is no surplus—there is no loss, but there is no annual profit, and oe 
greater the surplus i is the greater the profit.”’ 

And again Bonamy Price said: “ Capital is consumed in producing ; ; 
capital is wealth, and there must be restoration of such wealth as is not 
destroyed by enjoyment, but in creating other wealth. If that new 
wealth were not forthcoming there could be no motive to apply any wealth 
to capital. Profit, which is reward, cannot begin till the replacement of 
the things consumed has been completed.” The comprehensive definition 
of profit as being production is not in any way repugnant to these old 
definitions. The old definitions always relate to the profit arising at 
a particular point or undertaking, and evidently exclude from profit 
that share of production which is taken by those classes of co-operators 
represented by wage and salary earners. The old economists, including 
Adam Smith, treated labour as being in the nature ofa commodity. The 
services of employers were generally regarded as being remunerated by 
that balance of production which remained after paying the wage-earners, 
and this was called profit. Almost all capital, until after the middle of 
last century, belonged to employers, who were, and still are, described 
as capitalists—a term which is applied commonly to owners of capital, 
whether they be working owners, or non-working owners. 
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The Need of Honest Co-operation in Production 


A widespread knowledge of the true meaning of profit would lead to 
a better understanding of the co-operative nature of industry. . The fact 
that the various co-operators in any undertaking, be they wage-earners, 
salary-earners, principals, or owners of capital, cannot possibly divide 
among themselves more than they produce would be plainer. It would 
be easier to understand that wage-earners and salary-earners occupy 
a preferred position, because they receive their shares with weekly regu- 
larity, notwithstanding that the year’s production arising out of the under- 
taking may leave nothing for those classes of co-operators represented 
by principals and by the owners of the capital. A better understanding 
of the basis of co-operative industry would tend to encourage friendly 
consultation from time to time between the various classes of co-operators, 
and this would be very beneficial to industry. Again, a true conception 
of the real meaning of profit would throw a flood of new light upon 
State taxation problems. We should clearly perceive the foundation of 
taxable capacity, and the best methods of laying any necessary taxes 
in the most simple and least harmful way. All this, at the present time, 
is of vast importance. 

# % # 


Lord Inchcape on Wild-Cat Finance 
The Nation’s Awakening 


| ens INCHCAPE, presiding at the annual meeting of the P. & O. Steam 
Navigation Co., last month, made some particularly outspoken comments 
on the state of the country’s finances. His remarks are the more interesting to 
business men by reason of his position as a member of the Government Economy 
Committee. Among the chief points of his address were the following— 


_ We have launched out into all sorts of wild-cat schemes ; we have made domestic commitments 
yui if not modified, will involve payments in all directions of tens of millions, and will land us in 
ankruptcy. 

We started some three years ago on the idea of building a new heaven and a new earth in these 
oe ae we have wakened up now to the stern fact that we have no funds with which to build 
the para : ‘ 

The multiplication of Ministries is landing the nation in enormous expenditure. Buildings, 
retinues, secretaries, staffs are required. The country is getting filled up with functionaries who 
are fattening on the people. 

If tndustrial undertakings are depleted, as they are being depleted to-day, by excessive taxation, 
it means that less money is available for the expansion of industry, that there is less employment 
in the country, and a reduced standard of living all round. 

We have got Pona the limit of taxation—it must be reduced. We cannot increase our 
revenue, and our only salvation is to reduce our expenditure. 

We have had many examples of Government trading and Government interference in labour 
disputes which have proved disastrous. I hope we have learned our lesson. 


The proposals of the Committee are being anxiously awaited, it being freely 
rumoured that very drastic cuts in the national expenditure will be recommended. 
In view of the Irish settlement, and the confident expectation of a General Election 
in March, the report of the Geddes Economy Committee will probably be available 
shortly, and its recommendations will no doubt form one of the principal planks 
in the Government’s programme. The ordinary business man, whatever political 
views he may hold, will find it difficult not to admire the Premier’s electioneering 
astuteness. . 
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The Business Man of the Month 


LORD COWDRAY 
By A. S. WADHEH 


“ What is wanted is an undiluted policy of sympathy, understanding, forethought 
and faith. Put into practice these constitute statesmanship.” 


O7 man of the month may be said to have been a man of the month 

ever since he entered public life about a generation since. His 
name is linked with the new daily, the Westminster Gazette, which has 
just begun a transformed existence; but that fact cannot be said to 
bring him into special prominence since he has long since passed into 
the stage of being a kind of institution. Indeed, Lord Cowdray is 
one of The Big Five of the world’s industrial leaders. 

Every man of great achievement from time to time unwittingly 
gives the public, for whom he works, a glimpse of his real self. He 
supplies a keynote to his own character. The words with which this 
sketch opens, taken from one of Lord Cowdray’s letters to political 
friends, should be read in that light; they are a revealing flash from 
his own lamp upon the things which he most firmly believes in. Sym- 
pathy—Understanding—Forethought—Faith ! How unexpectedly they 
come, and yet how spacious and simple and true they are! They are 
a gospel of statesmanship—almost a counsel of perfection. 


Lord Cowdray’s ‘Business Interests 


One could readily imagine an onlooker in the skies (at any rate, 
this recourse to mythology will help our purpose) who, while watching 
our little world spin before him, being struck by the remarkable way 
in which the name of 5. Pearson & Sons turns up in widely-separated 
places. At one time he would see it associated with the making of a 
haven from the sea, at another with cuttings through the earth’s surface 
thousands of miles away, and again with deep borings into her crust 
still further afield. As the earth revolved he would become aware that 
one firm had materially altered its appearance at many potnts, and if the 
observer were subject to human feelings he would marvel that a single 
firm, inspired by one or two strong personalities, could diffuse its influence 
and its achievements over such vast fields. And it would be excusable 
if the onlooker became curious to know more about the leading spirit 
of this big commercial organisation. 

As everyone knows, Viscount Cowdray is the big man of Pearson & 
Sons, the greatest firm of contractors in the-world. Their impress is 
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on several continents. The Blackwall Tunnel, the Dover Harbour, 
the tunnelling on the Pennsylvania Railroad, the oil wells of Mexico 
and Ecuador are among the many vast enterprises the firm has carried 
to success under Lord Cowdray’s leadership. Where can a similar 
record be found? 





A Bold Aggressive Personality 

Lord Cowdray has suffered the temporary eclipses from public view 
incidental to rising in social rank. He has had to make himself 
known under several names. As Sir Weetman Pearson he was a celebrity 
both in business and as a Member of the House of Commons. Then he 
was made a peer and had to accustom the public to the new name of 
Lord Cowdray. Finally he became Viscount Cowdray. But under 
these various changes of designation there has always been the same 
eager, enterprising, bold, and aggressive personality. And what wonder- 
ful and dramatic events on the commercial stage have been presented 
to the public gaze through his and the firm’s energy. There was the 
spectacular and courageous challenge he made some years ago to the 
omnivorous Standard Oil Trust; the buying of a forest and cutting 
of a quarry and other gigantic moves in building the Dover Harbour ; 
the amazing coup of carrying off a £4,000,000 contract for the Pennsylvania 
Railroad works in the very teeth of American competitors; and, in the 
War, the great changes for the better which he instituted at the Air 


Falsifying a North Country Proverb 

It is perhaps a source of strength to Lord Cowdray that he is not a 
self-made man in the sense of having started right at the bottom. He 
could have taken things easily, for his firm, founded by his grandfather, 
. was already noted when he assumed control. But anyone can see that 
he was never framed for slippered ease. When be began active direction 
of the firm’s affairs it was with the determination to spare no energy 
in extending what was well begun, and perhaps nothing in his career 
more illustrates the energy of his character than this refusal to enjoy 
ease which could so readily have been his. In the North of England, 
to which he half belongs, if he does not wholly belong there, wise old 
people have a Saying “ Clogs to clogs in three generations.” There is 
some truth in the implication that the third generation often dissipates 
what the first and second built up—at any rate it has often proved true. 
But Lord Cowdray is one of the rare cases where love of business, ability 
to manage and develop it, vision to see new fields and contrive new 
outlets, are immensely stronger in the third generation of a family’s 
success than in its first. 

His personal large-heartedness has been demonstrated by munificent 
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gifts, but not by these alone. His conduct towards labour, like his views 
on industrial subjects, has always been liberal in the best sense of the 
word and characterised by real sympathy with the men whose toil brings 
‘into being the visions of the great dreamers of industry. 

It is these qualities which make Lord Cowdray, not a super-man, but 
a human being of large mould, which is far better. They give him heart 
to add to his clear intellect and dynamic energy ; and they endear him 
to those who know him and those who work with him and for him. 
Once he was described as a “calm, terse, self-controlled, quietly and 
good-humouredly self-confident man.” He looks all that—and more. 
Under the exterior so well described, there is a well of strong feeling 
which has been shown both in the friendships and antipathies of his 
public life. . 


# * % 


~~ 


Commerce and Graphs 


Booo men could make much greater use of graphs than they do. 

I don’t mean hektographs—-the modern duplicators mainly supersede 
them—but graphical methods of displaying commercial facts. Graphs 
were of material assistance during the War, and might become a more 
useful ally in our trade struggle for supremacy. Their uses are manifold. 
From such details as the daily issues and receipts of stores to a general 
survey of receipts, expenses and turnover over a lengthy period, there 
is not a record or a fact that cannot be more readily expressed and quickly 
grasped by the graphical method than by any collection of figures. 

At G.H.Q. in France were kept graphs showing the arrivals and expend- 
iture of ammunition of all classes—making it the task of a moment for 
the Chief to ascertain just in which nature of shell we were strong or weak. 

Graphs of total strengths, reinforcements and casualties afforded 
the privileged witness an eye-opening survey of the position. 

The enormous peaks in the casualty line following a big advance were 
a silent but eloquent testimony to the energy put into our forward efforts. 

Good text-books exist, and there is no reason why at the expenditure 
of a few shillings and a little thought, the business man should not gain 
the aid of another valuable ally. 
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A pahiible series for the Cost Accountant, full of practical advice based on wide 
experience The author writes with authority on Costing problems. 





Present Day Costing Problems 


By B. W. Newman, A.C.A. 
Author of “The Theory and Practice of Coating” 


How to construct Cost Accounts in such a manner that the causes of fluctuations 
in the various departments of manufacturing expenditure may be capable of prompt 
detection, is the theme of this article. The great advantages which follow the careful 


observance of departmental divisions of expenditure in financial statements are clearly 
AEREA A This is a branch of costing science the importance of which is frequently 
overlooke 





4. The Importance of Observing’ the Departmental 
Divisions of Manufacturing Expenditure 


| he a previous article there have been pointed out the advantages of 
observing the natural divisions into which Manufacturing Expenditure 
may be resolved. These natural divisions throw into relief the separate 
services incidental to production. The whole of the expenditure falling 
within each of these divisions is to some extent correlated. A change 
in the organisation or scope of any one of these services is thus reflected 
only in the expenditure of that service, and has no effect upon the 
expenditure incurred on other services. Hence, from a financial stand- 
point, its precise effect is clearly observable. This would not be so if 
the natural divisions above mentioned were not reflected in the accounting 
records. As each of these services may also be subject in some degree 
to separate control, responsibility for increases or decreases in Service 
expenditure is more readily traced. These increases or decreases will 
be clearly revealed by a periodical comparison of the cost of each separate 
service. 


Departmental Divisions and Financial Control 

To ascertain accurately the causes of fluctuations in Service expendi- 
ture, however, further divisions of manufacturing expenditure have to 
be made. For example, an increase or decrease in the total cost of the 
Power Service would not tell us much ; nor would an increase in the cost 
of Tool Service. Substantial increases might, indeed, take place in the 
power cost of 4 certain section of the manufacturing equipment, which 
is counter-balanced by a decrease in another section. Similar changes 
might take place in the Tool-making expenditure without materially 
affecting the expense in the. aggregate. Fluctuations of this nature, 
possibly of the utmost importance, should be capable of prompt detection. 
To ensure this the accounting methods should not only throw into relief 
the aggregate expenditure on separate services, but the lines of organisa- 
tion which cut across the service divisions should also be clearly shown. 
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These lines of organisation correspond with the departmental divisions 
of the manufacturing equipment. 


Object of Departmental Divisions 

A department is a separate part of a complex whole. The object 
of these departmental divisions is to lessen this complexity by marking 
out or defining separate sections of the manufacturing equipment in 
which there is identity of activity, or, at the very least, a certain 
uniformity of manufacturing conditions.. This, in.costing nomenclature, 
is what is meant by a department. Tbe departmental divisions do not 
necessarily correspond with the separate workshops of the factory. A 
separate workshop may contain several departments. A single machine 
may constitute a department in itself, if it is unlike all other machines 
comprised in the factory equipment. Nevertheless, in general, the 
departmental divisions are consistent with the natural lines of the 
manufacturing organisation. That is to say, they group together similar 
classes of plant and machinery, and, therefore similar manufacturing 
processes. They separate processes unlike each other, and plant and 
machinery differing in type. It is therefore usual to find that, to some 
extent at least, separate departments are under separate supervision and 
control; hence the advisability of observing departmental divisions of 
expenditure in financial statements. The statement below will show 


STATEMENT OF DEPARTMENTAL OVERHEAD AND PROCESS 

























EXPENDITURE. 
OVERHEAD EXPENDITURE. Process EXPENDITURE. 
Total. 
Dept. | Dept. | Dept. | Dept. 
1. 2. 3. 4, 
aoe i £ £ 
Buildings Service . ‘ 216 33 
Power ice i . i 331 53 
Stores Service i : : 241 6 
Transport Service . j : 159 22 
Works oleh . 4 562 | 114 
Organisation : i 209 40 
Tool Makin : 461 | 228 
National eaae Unemploy- 
ment and Employers’ Lia- 
bility Insurance : i 53 9 
Materials for Processes : 308 | — 
Wages of “ Process ” Workers 201 — 
Sundry Shop Supplies . 57 6 
Unclassified Engineering and 
other Services . 72 27 
Running Costs of Producing 
Plant— 
Repairs and Sundries i 68 11 
Depreciation . ; : 76 20 
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exactly what is meant. It not only exhibits the total expenditure on 
each production service, but the extent to which each service has been 
called upon by each department. As each department is charged with 
the expenditure which it incurs, whether directly or indirectly, motives 
of economy in the departments are thereby made stronger. The depart- 
mental manager or supervisor will hesitate to incur unnecessary expendi- 
ture, knowing that, in due course, such expenditure will appear in the 
financial statement of his department. These statements form a reliable , 
index of the efficiency of departmental control. The moral effect induced 
by their inspection is of great importance. It extends not only to 
departmental supervisors but to proprietors themselves. There are, 
indeed, very few who would not exercise greater restraint in incurring 
expenditure, if its precise financial effect were promptly brought home. 
Briefly, so far as they relate to the efficiency of financial control, these 
are the reasons for observing departmental divisions in manufacturing 
expenditure. . 


Importance of Departmental Divisions in Costing 
Products 


There are other reasons of very great importance. We refer to the 
ascertainment of costs of individual products. Market prices of com- 
modities should bear as constant a relation as possible to the cost of 
their production and distribution. Such a condition helps to promote 
stability in trade and commerce. In the large majority of cases, how- 
ever, it is impossible to ascertain approximately true costs, unless the 
departmental division of expenditure is observed. We have already 
explained that departmental divisions serve to define or mark off differ- 
ences in manufacturing conditions. For present purposes these differ- 
ences may be exhibited by comparing the percentage ratio of the direct 
wages to the indirect expense in the several departments. Here are a 
few percentages relating to various departments in a manufacturing 
business— 


Foundry . : ‘ ; : : . 100% 
Engineering Shop ; ; : ‘ i . 255% 
Press Shop. ; i ' . : -275% 
Forge . ` : s i ; i . 117% 
Assembling Shop : ; : . ' . 53%. 
Polishing Shop i i 39% 
Average percentage of aiec wages in al 
departments to Overhead Expenditure . . 112% 


What do these figures mean? They mean that for every £100 spent 
on wages in the engineering shop which can be definitely measured in 
relation to separate products or separate “ shop orders,” an expenditure 
of £255 is incurred which cannot be so measured. Its precise relation 
to separate orders or separate products is not a measurable quantity. 
The most that can be done is to secure an approximation which will 
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reflect this relation as accurately as the circumstances permit. Likewise, 
in the press shop, £100 spent on direct wages which are measurable in 
relation to separate products, is accompanied by {£275 of expenditure 
which cannot be so measured. In other departments the indirect 
expenditure relative to direct wages is not so great. In the assembling 
shop, the relation of direct wages to indirect expenditure is £100 to 
£53, and in the polishing shop £100 to £39. Ignoring departmental 
divisions, the total indirect expenditure represents 112 per cent of the 
total direct wages expenditure of the whole business.: In this particular 
case, therefore, to ignore departmental divisions means that the cost 
of the work in the engineering shop and the press shop is very seriously 
under-estimated, while the cost of the work in the assembling and polishing 
shops is seriously over-estimated. Selling prices based upon these 
fictitious costs would tend to promote a heavy trade in unprofitable 
lines. 

It might be thought that if the products passed through all the 
departments above enumerated, in the process of their manufacture, 
the departmental differences might safely be ignored. While it is true 
that in such circumstances the margins of error in costs would be smaller 
than they otherwise would be, those margins would still be serious in 
many cases. They would disappear only in those cases where the whole 
output consisted of a limited range of standard products, passing through 
all the departments, and being subjected to substantially the same 
manufacturing processes. These are conditions, however, which do not 
often obtain. In the case cited, for example, the foundry may produce 
castings which are sold at once without being subjected to manufacturing 
operations in any of the other departments. The engineering shop and 
the press shop may both manufacture complete products which are 
ready for sale, while in cases where the products pass through all the 
departments, the amount of work done in each is in ever varying propor- 
tions in relation to the total cost. It is impossible, therefore, to ignore 
the departmental differences in manufacturing conditions without 
causing very serious errors in individual costs. 


An Illustration of the Dangers of Ignoring 
Departmental Divisions 
There are many cases in which departmental divisions of expenditure 
are ignored for costing purposes, and the following instance will illustrate 
the dangers of such a practice. A certain business consists of four 
departments, viz.— `“ 
Foundry. Assembling Department. 
Machine Shop. Fitting Department. 


The first three of these departments are accommodated in the same factory 
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buildings, and the manufacturing operations of these departments 
involve expenditure on the usual services. There are the Stores service, 
Power service, Buildings ‘service, Supervision service, and Organisation 
service. The fitting department consists of a large staff of workmen who 
are continuously engaged fitting up the products of the first three depart- 
ments away from the factory premises. These workmen are not attached 
to the headquarters of the manufacturing business. The expense of 
this department, therefore, consists only of fitters’ wages, wages of 
supervisors, and the cost of loose tools and other sundry supplies for the 
use of the workmen. As these fitters are all highly-paid men, the over- 
head expenditure of the fitting department is not more than 124 per 
cent of the direct wages expenditure. In the other departments of the 
business, however, the overhead expenditure is as follows— 


' Foundry i A . 200% of the direct Wages. 
Machine Shop : i a “200% S i 
Assembling f ; : 50%  » 


The aggregate Bera expenditure of all the departments, being 
approximately 85 per cent, a flat aggregate rate is adopted. Conse- 
quently for outside fitting work the costs would be greatly over-estimated, 
while for the work of the other departments they would be greatly 
under-estimated. In supplying the products at prices based upon these 
costs a serious loss would, therefore, always be incurred. This loss, 
however, would usually be more than recovered by the charge for fitting, 
which, taken by itself, is always excessive. 

No manufacturer would fail to realise the dangers of this method, 
when the facts are placed before him. As the volume of business trans- 
acted by the fitting department is in constantly varying relation to the 
output of the manufacturing departments, the profits of the business 
would be subject to fluctuations, the causes of which would not be 
perceived. A change in the trading policy of the business, or in the 
nature of the contracts undertaken, unaccompanied by a change in 
costing methods, might lead to disastrous results. As it is, the results 
would always be a matter of uncertainty and would remain so, as long 
as the fundamental defect in the costing methods remained undiscovered. 
Many manufacturing businesses pursue a perilous course for reasons 
similar to those described. 


Single Product Businesses 

In connection with this subject, it is interesting to note the case of 
businesses engaged in the manufacture of single products, or specialising 
in a limited number of products similar in class. The costing problems 
in these circumstances are relatively simple. Whether the manufacturing 
expenditure is departmentalised or not, an accurate cost is ascertained 
by the division of the number of articles produced into the total expendi- 
ture incurred. For this reason, manufacturers of single products are 
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often very formidable competitors to those whose output is less limited 
in range. Because of the complexity of their output and the fact that 
departmental expenditure is not separately ascertained, costs which 
reflect even approximately the actual expenditure incurred, cannot be 
prepared, and their trading results are an aggregation of unknown profits 
and losses. 


Process Departments 

Another important advantage which has not yet been mentioned is 
gained by departmentalising manufacturing expense. With most manu- 
facturing operations, a certain amount of expenditure can be directly 
measured in relation to individual products. The amount of material 
chargeable to separate articles, together with the direct wages cost of 
the operations performed on the material may be correctly estimated 
in many cases. Either the amount of the direct wages or the time 
taken in performing the operations forms the measure by which the 
overhead expenditure is apportioned. But there are operations (notably 
where heat treatment is involved) in connection with which no single 
part of the total process expenditure can be readily and easily measured 
with single products. Examples of such processes are annealing, tinning, 
and japanning. The process of japanning may involve the handling of 
a large number of articles differing in weight, size, and shape. These 
articles having been dipped into the liquid japanning material are put 
into a stove to be dried. In view of the multiplicity of articles and the 
varying amount of time taken to dip them, the calculation of the direct 
wages expenditure incurred may be impracticable. Even where a piece- 
work rate is paid for a definite quantity of articles dipped, this rate is often 
an equated rate which has regard to the mixed character of the articles 
handled. Then, again, the amount of japanning material which adheres 
to each article can only be a matter of estimation, and the cost of stoving 
depends more upon the size and shape of the article than upon any 
other factor, for it is size and shape which determines the amount of 
space occupied in the japanning stove. It is useless, therefore, and 
impracticable, as a general rule, to attempt the separation of direct and 
indirect costs in connection with such processes as we have mentioned, 
for what applies to japanning applies to the other processes in more or 
less degree. All that can be done generally is to collect together the 
total expense of the process and to apportion this expense to classes of 
product. The process cost per unit of product is ascertained on the 
basis of quantity or weight, according to circumstances. It is obvious, 
however, that the procedure outlined is impossible unless the total cost 
of each process is isolated. 

Sufficient has been said to emphasise the importance of depart- 
mentalising the expenditure. The scope of each department has to be 
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carefully determined, and the underlying object should be the grouping 
together of similar processes, and the isolation of processes which are 
dissimilar to all others. Charges to individual costs will then reflect as 
accurately as possible the actual expenditure incurred. The averaging 
of expenditure on processes which are dissimilar and the apportionment 
. of this expenditure to individual costs on some common basis is unsound 
in principle and cannot but fail to produce misleading results. 


~The — of Lloyd’s 


T is hard to realise that Lloyd’s, the largest insurance institution 
in the world, originated in a humble coffee house in Tower Street. 
Lloyd’s Coffee House was first heard of in 1688, and four years afterwards 
moved to Lombard Street. Here it was.chiefly patronised by shipping 
men, aS was proved by a little sheet called Lloyd’s News, which appeared 
in 1696 and ran for six months only. It was this little coffee house 
which (according to Mr. Sidney Boulton, chairman of Lloyd’s, who 
delivered a fascinating address on the great insurance institution before 
the Insurance Institute of London last month) was the cradle and nursery 
of insurance as a distinct and separate business. 

Insurance has been practised in this country for about 400 years. 
During the first 100 years policies were taken round the City by the 
merchants or the shipowners to the offices of the bankers, merchants, 
and moneylenders, who carried on the business of insurance in addition 
to their other avocations. Then coffee houses became the vogue, and 
of those frequented by commercial men some came to be identified with 
special classes of business, and among these was Lloyd’s Coffee House. 
Little is known of the first proprietor, but it was certain that he died in 
1712, eight years before the birth of the first insurance company, and 
fourteen years before the founding of Lloyd’s List. This fact had been 
established in the last few weeks only, through the researches of Colonel 
St. Quintin, secretary of Lloyd’s Patriotic Fund, he having unearthed 
it from the fegisters of St. Mary Woolnoth Church. 

Lloyd’s to-day is a gigantic organisation, consisting of 1,096 under- 
writing members, 94 non-underwriting members, 393 subscribers, 82 
associates, and 1,600 substitutes. There were 1,400 agents and sub- 
agents all over the world, the more important of whom were empowered 
to settle claims. Last year the premium income of Lloyd’ s was upwards 
of 30,000,000 sterling, of which 18,000, 000 were for marine and 12,000,000 
for non-marine insurances. 
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Legal Effects of Exchange Fluctuations 


By D. Maoxay, B.L., Soltettor 
A Review of Recent Cases 


Boo the War the Courts rarely if ever took cognisance of exchange 

fluctuations, for the reason that the exchanges were constant, and 
when the Courts made an award they did not think it necessary to con- 
sider how the position of parties might be affected by conversion into 
foreign currency or vice versd. 

One of the few pre-war cases was Manners v. Pearson, 1898, 1 Ch. 581, 
where Lord Justice Vaughan Williams said: “It seems plain that this 
mode of computing the value of foreign currency in English sterling, 
and thus converting the one currency into the other, is based upon 
damages for the breach of contract to deliver the commodity bargained 
for at the appointed time and place, and, if this is so, it follows that the 
date as at which that value must be ascertained is the date of the breach 
and not the date of the judgment.” 

And still earlier there is the well-known passage in Lord Eldon’s 
judgment in Cash v. Kenmton (ii Ves. 314), which was also cited by 
Lindley, M.R., in Manners v. Pearson: “‘ I cannot bring myself to doubt 
that where a man agrees to pay £100 in London upon the Ist January, he 
ought to have that sum there upon that day. If he fails in that contract, 
wherever the creditor sues him, the law of that country ought to give 
him just as much as he would have had if the contract had been 
performed.” 

Since the War cases involving consideration of the effect of the 
exchange have been fairly frequent, and we propose to indicate here the 
results of these decisions. l 

The first point to consider is whether the claim in question is one for 
damages or for a liquidated debt. The majority of cases have dealt 
with claims of damages, the leading one being Dti Ferdinando v. Simon 
Smits & Co., 1920, 3 K.B. 409. There the defendants contracted to 
carry goods for the plaintiff from this country to Italy and deliver there 
on the 10th February, 1919, but they failed to do so and converted the 
goods. The question was whether damages were payable at the rate of 
exchange prevailing at the date of the breach, when the rate of exchange 
was 31 lire to the pound, or at that prevailing at the date of the judgment, 
when it was 62 lire to the pound. Mr. Justice Roche held that the former 
was the correct view, and in this he was affirmed by the Court of Appeal. 

In a case which previously came before him, Kirch v. Kenyon, 1919, 
W.N. 301, Mr. Justice Roche had held that the date at which conversion 
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should be taken was the date of the judgment, but that doctrine has now 
been discredited. Before the Court of Appeal settled the question, 
Mr. Justice Bailhache, in Barry v. Van den Hurk, 1920, 2 K.B.. 709, and 
Mr. Justice McCardie in Lebeaupin v. Crispin, 1920, 2 K.B. 714, had both 
-come to the conclusion that the proper date at which the rate of exchange 
should be taken was the date of breach of contract. ‘‘ To hold otherwise,” 
said Mr. Justice McCardie, “ would produce extraordinary results. The 
damages payable would depend partly on the date when the plaintiff 
issued his writ, partly on the length of the interlocutory proceedings, 
partly on the illness or good health of the parties as the trial approached, 
partly on the number of prior cases which occupied the time of the Court, 
and partly on whether the judge reserved his judgment or not. They 
might depend also, on whether judgment was entered for the plaintiff by 
the judge of first instance, or by the Court of Appeal or by the House of 
Lords. Such a state of things would, I think, be most unsatisfactory. 
It would encourage the plaintiff to hasten or postpone the trial according 
to his view of the money market, and he might gamble on the rate of 
exchange.” 

Now Mr. Justice Avory in Soctété des Hotels du Touquet v. Cummings, 
152 L.T.J. 71, has bad to deal with a case which involved not damages, 
but a liquidated debt. The facts were interesting. The defendant, an 
English subject, failed to pay her hotel bill of 18,035 francs in France in 
December, 1914, the rate of exchange being 25 francs to the pound. 
Matters went on until 1919, when the hotel company issued a specially 
endorsed writ here for the amount, 18,035 francs, the English equivalent 
of which is £715. The defendant tendered this amount in francs in 
May, 1920, and the manager of the hotel acknowledged receipt, but did 
not give a full discharge for the amount due. The action proceeded 
entirely on the question whether this was a good discharge, the rate of 
exchange being then 50 francs to the pound, or whether the debt must be 
paid in English money at the rate of exchange prevailing in December, 
1914, Mr. Justice Avory held that the case of a debt did not differ in this 
respect from the case of damages for breach, and therefore followed the 
. rule laid down. 

In all the above cases, of course, there was a fall in the rate of exchange 
between the date when the debt or damages were incurred and that of the 
judgment. Had there been a rise in the exchange the creditor would 
have suffered by the decision. 


A New Legal Principle 
In this connection, too, we may note in conclusion the decision given 
by Mr. Justice Russell, in the case of the British Bank for Foreign Trade, 
against the Russian Commercial and Industrial Bank, which is of great 
interest and importance. The action concerned the redemption of 
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certain bonds deposited with the defendants as security for a loan of 
750,000 Russian roubles (about £78,000 sterling) in June, 1914. Repay- 
ment of the loan was impossible during the War; but when after the 
signing of the Armistice the British Bank desired to pay off the loan and 
recover their securities, the Russian Bank contended that the transaction 
was a sterling transaction, and not arouble transaction. In the litigation 
which followed, the House of Lords ruled that it was a rouble transaction, 
and the British Bank then had to obtain an order in the Court of Chancery 
for the delivery of the securities. In the Chancery Court the Russian Bank 
contended that, when the loan was granted, the roubles had a sterling 
value of about £78,000, and since the paper rouble is now practically 
valueless, the British Bank should pay in sterling the pre-War value of 
the loan. Mr. Justice Russell dismissed this contention, and held that 
the loan was repayable in roubles, either Imperial, Kerensky, or Soviet 
issue. The effect of this decision is that the defendants will only recover 
a very small fraction of the amount they lent, and will have to pay the 
costs in sterling. This undoubtedly falls hardly upon the Russian bank, 
but it lays down a definite principle that any fluctuation in the currency 
in which a lender advances is his concern, and any deficiency in the value 
of a security deposited by a borrower is the borrower’s concern. 


Correspondence Tuition and Commercial Success 


ee G developments have taken place in postal tuition during the 
past few years, and the remarkable successes which have been obtained by 
students who have had no other form of training have effectually silenced the 
criticisms which were formerly levelled against it. It is recognised nowadays 
without any cavil whatever, that in many cases postal instruction has considerable 
advantages over oral teaching, and the method is a special boon to those adults 
who are unable to attend classes, or whose self-consciousness causes them to shrink 
from class study, or who may desire for excellent reasons to keep their efforts in 
the direction of self-improvement to themselves. 

It is now nearly thirty years since postal tuition was first introduced to this 
country, and during the whole of that time the Wolsey Hall, Oxford, has been 
successfully coaching students for practically every type of commercial and 
professional examination. It is therefore an educational institutian of no mush- 
room growth, but goes from strength to strength, and recent examination results 
are among the finest of its achievements. Particularly noteworthy are the figures 
for the third Inter-Commerce examination of London University, held in September 
last, when 24 out of 29 Wolsey Hall students were successful, representing 83 per 
cent of passes, as against 55 per cent achieved by other candidates. 

Tuition is given in all commercial subjects, whether taken singly or in groups, and 
for all commercial and professional examinations. Full particulars of fees and methods 
of study are given in the General Prospectus for 1922, which may be obtained, 
post free, by any reader mentioning this magazine. 
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The Classics and Commercial 
Efficiency 


By ©. R. STILES, F.S.S., F.R.GS. 











An able plea for the inclusion of the classics in higher education for commerce. 
The writer urges that only by a classical or semi-classical training can young business 
men be fitted adequately to grasp the great conceptions of modern international 


commerce, and to undertake in the right spirit the tremendous responsibilities of 
control. 


r the good man of business is found, as a rule, the good citizen. The 
A good citizen possesses an acquired knowledge of the laws, procedure, 
and tradition of his country and of his town. He is law-abiding even 
when his personal opinions disagree with the imposing of a particular 
regulation ; he respects the process of departmental functions and upholds 
the traditions that have interwoven themselves with the ceaseless evolu- 
tion of that portion of mankind which constitutes his nation. Without 
law and compliance therewith a condition of chaos is inevitable. Com- 
pliance with the regulations of an established order of things does not 
imply motives that may be comparable to, let us say, the expedient 
reaction of attrition, but indicates submission and restraint exercised 
from the conviction that legislation comprehends the greatest benefit 
for the nation in that it is an expression of the will of the majority. 

Modern citizenship is inseparable from a high morality in the individual 
—there can be few things finer than the restraint and frequent denial 
of the personal equation for the purpose of ministering to the common 
cause. : 

Collectively, it is not difficult to trace the effect that tradition pro- 
duces on us as a nation, and particularly so in the incidence of a great 
crisis ; but to measure the effect of tradition on the mentality of the 
individual is decidedly a problem. It is characteristic of the Englishman 
that a gap—a loss of transmission, as it were-—-should exist between his 
thought and its expression; he lacks both the volubility and the power 
of presentation noticeable in some other nationalities; and tradition, 
an undeniable race-force, to him is subconscious and instinctive, yet 
apt to serve him well on his reversion. 

Tradition, in the case of a highly-civilised nation, tends to become 
classic in that it is the medium by which classic fundamentals are trans- 
lated and continued. In poetry, the drama, law, and in many other 
modern conventions are found the deeply-rooted influences of aspiring 
nations, which in the zenith of their understanding left to posterity a 

327 








Business - Organtsation - and » Management 





record of concepts and precepts that stand as high to-day in the opinion 
of thinking men as they did in the far-off days of contemporary acceptance. 
Citizenship, that in its true comprehension embraces the moral best. of 
all religions and all philosophies, is practically covered by Greek and 
Latin classics in their ethics concerning the humanities; which so 
intimately consider the mutual relations of man to his kind and the 
incorporation of the individual into that greater society in which the 
national (and even the racial) limit is transcended. This question of 
the humanities, if viewed in the light of modern exigencies—the conflict 
of labour and capital, the demand of the masses for a measure of intellec- 
tual expression, the international need for the recognition of moral 
responsibility as between commercially contending countries—would seem 
to have bridged the hiatus of uncomprehending centuries and to have 
suspired the psychology and philosophy of Aristotle and the moral 
law of Plato as contemporaneous satisfactions for existing requirements. 
This statement may be considered a modern conceit, and it may be asserted 
that the past two or three centuries comprehended classical tradition 
equally with ourselves. Yet to imagine England, a hundred years ago, 
supporting our present population under equivalent conditions of housing, 
- of social welfare, of education—to instance a few items of civil obligations 
—is to infer that if the classical tradition were comprehended that it 
failed signally in concrete application. To-day, our lien with the pure 
philosophy of the ancients is infinitely the more intimate in that our 
realisation of need is far beyond the application of principle. Various: 
schemes, such as co-partnership, profit-sharing, Whitley councils and 
others, are formulations that have grown out of the recognition that 
something is owed to the man situated economically in a position that 
practically prohibits provision for the future, and are instances that we 
sincerely realise ; but it were delusive to believe that other than a small 
portion of corporate labour has been affected. 


The Business Machine 


In considering the part that is being played and that must be played 
by the classics in commerce and trade-—-and indeed in all business— 
it is advisable to differentiate between the attitude of the man who regards 
business solely as a means by which his personal wants and those of his 
dependents can be satisfied, and the attitude of the man who visualises 
himself and his energies as a component part of a wonderfully intricate 
machine—the most wonderful the world has yet devised, for it is surely, 
if slowly, binding the multitude of would-be dependent units of civil- 
isation into a comprehending whole. Business, considered as an all- 
embracing term for financial and commercial activity, and the religious 
idea, are fat more closely allied and analogous than is generally appre- 
ciated. Men—nations have fought for the abstract principle of each, 
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and in the actual material benefits accruing to man from their imposition 
on civilisation, business has left its higher-phased competitor far behind. 


Handicap of the Limited Outlook 


The man with the limited and purely personal appreciation of business 
may be occupied subordinately or in a position of control. In the former 
case, his state is semi-parasitic ; in the latter case, he is obstructive; 
although possibly in a negative sense ; for a man with a wider outlook 
and with a finer sense of tradition would have realised the responsibility 
of control in terms that transcend profit, and would have comprehended 
the meaning and application of art to his profession—in proposing an 
end and creating the means to attain it. 


Imagination and the Classics 

It is in this stimulation of the imagination to the consciousness of 
ideas that affect the wider issue of ourselves as opposed to the peculiarly 
vicious circle of self, that the outstanding value of the classics is apparent ; 
nor are the loftier presentations limited to realisation of the humanities, 
for the record of business aims attempted and accomplished is without 
parallel in other branches of human endeavour; the limited element of 
self-seeking is speedily left behind in the enthusiasm and imagination- 
kindling campaign of a great business idea, and the man or men behind 
the conception will be found to possess the classic tradition, either through 
the channel of education or by the divine afflatus of the gods. 

The gift of what we term genius is commonly and thoughtlessly 
considered to be repelled by the details of commerce and trade and to be 
peculiar to what are familiarly called the arts. If we trouble to analyse 
art, it can be described primarily as a mind-picture composed of an 
infinity of presentations that combine and harmonise into a fixed and 
vivid yet abstract creation: it exists in the midst of ceaseless processes 
of the mind as a clear and constant presentment, developed and main- 
tained by concentration. Secondarily, art is the translation and expres- 
sion of that thought-idea, or mental picture, on to the physical plane 
comprehended by the senses; and the process by which ultimate and 
clear expression is arrived at is the highest form of art. The details of all 
art in both conception and execution may be infinite, in that they are 
outpoured with a continuity that is broken only by relative perfection 
in the result arrived at. 

Business, in the widest meaning of the word, is subject to the refining 
action of art equally with poetry, music, painting, and literature. What 
conception in the regions of sight and sound surpasses the dream of 
Cecil Rhodes ? And what measure of this and a thousand such concep- 
tions with their definite achievements is clearly traceable to the classic 
tradition ? 
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It is trite to say that modern business is a material system on an 
infinitely higher plane than that on which the primitive fundamentals 
of production and buying and selling are to be found. Business problems 
of to-day react on and are influenced by politics, the trend of social 
thought, ethical relations, that contrary element—human nature, and a 
multitude of minor considerations, that are to be looked on as governing, 
rather than as supplementary, conditions to the normal conduct of 
business. The outlook best fitted to deal with these impinging factors 
is present where a controlled imagination is allied to knowledge of that 
system of precedents found in the classic tradition. 


What we Owe to the Classics 

If, then, it be accepted that modern international business exists on this 
higher plane in its intimate relation to the greater and grander items of 
civilisation, we may consider for a moment the modern debt owed by the 
classics. Greek and Roman thought, history, literature, and language 
are inextricably interwoven with what we think and do to-day. The 
languages, themselves, may be dead in the colloquial sense; but the 
spirit of the master-minds that found expression in those lan ages is 
closer to us, in this eventful century of higher ideals and conscience- 
strivings, than to those existing in the centuries intervening. Practically, 
the whole system of modern law is based upon Roman law ; the best of 
our literature is an unconscious tribute to the leading thought of Greek 
and Latin authors; it is dificult to write a sentence without the aid of 
Greek and Latin derivatives, and many of the continental languages are 
practically modernised Latin (in the growing intimacy and interdepend- 
ence of nations through international commerce, the classics would seem 
a powerful business adjunct in this respect alone) ; the social and political 
problems that are with us to-day are largely repetitions of history, and, 
in less complex form, are to be found intelligently considered in the 
writings of the classic authors. 

Before the war it was not uncommon to see the suggestion put forward 
that specialisation should be introduced into the preparatory training 
of the young mind—that the accountant should learn the elements of 
his profession; that the technical workshop and mathematics should 
attract, in an exclusive sense, the potential engineer. While admitting 
the personal benefit accruing to the individual from suĉh a process of 
intensive and specialised education, it would seem that the greater fact 
‘ of his becoming a thinking and possibly controlling unit in the vast order 
of civilisation would appear to be in danger of being overlooked. The 
value of good citizenship and of higher intelligence in the business world 
are to be estimated in the elimination of self rather than by its aggrandise- 
ment; and it is patently clear that a study of the classics will yield in 
this respect an ineffaceable impression of the wider meaning and purpose 
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of life, constituting the antithesis of that concentration on the ego which 
is inseparable from specialised education. 

In considering the agglomeration of the details of business routine 
as an item likely to prove obstructive to a definite grasp of the greater 
purposes and possibilities of business, a preparatory educative process 
which will increase the general intelligence, feed the imagination, and 
develop the powers of deduction, carries the prospect of reducing the 
obstacle of detail to a minimum. Routine will then be perceived in its 
true perspective—as the means to an end, and not, as it so clearly seems 
in the case of many uneducated workers, the end itself. 


American Appreciation of Classical Training 


While holding a brief for classical or semi-classical training as producing , 
the best all-round type of citizen and business man, it may assist convic- 
tion to supplement that brief from a quarter where business enterprise 
is a vital component of national life and where the classical tradition 
would appear less strong than with us. The “ Value of the Classics,” 
-= by Dr. A. F. West, of Princetown University, gives the testimony of a 
large nitmber of the leading professional and business men of America, 
who maintain that the value of the classics, as proved to them in their 
varied walks of life, is an established fact. Statistics by the Secretary 
of the College Entrance Examination Board show comparative records 
of classical and non-classical students over the three years 1914 to 1916 
for candidates to the number of 21,103. In the non-classical subjects 
the classical candidates, in comparison with the non-classical candidates, 
were effective in the approximate proportion of three to two in the 
higher rating; and in the lower rating effective by 17°31 per cent 
as against 12°31 per cent of the non-classical candidates. The conclusion 
that, in practically every subject taken by a considerable number of 
candidates, marked superiority was shown by the classical students, 
is instanced by a number of comparisons—such as classical students 
winning prizes or honours for scholarship in other than classical subjects 
in the percentage of 13:5, as against a percentage of 9'3 due to the 
non-classical students. 


The Classical Tradition 


If this be the conclusion of a pre-eminently practical and business- 
like America, it would seem that with Britain, whose mighty commerce 
has been conceived in and maintained by the true spirit of the classical 
tradition, the question of her unswerving adherence to the classic principle 
is vital. Obviously, in her national interpretation of the classical tradition, 
America is to-day, as she was prior to the war, second to ourselves. To 
support this somewhat arrogant contention, we have but to consider 
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America’s powerful—almost supreme—effort to usurp, through her bank- 
ing, mercantile, and shipping interests, our leadership in the world’s 
trade; then to remember that testimony is coming to us from every 
quarter of the globe that the sterling bill, in spite of the abnormal handicap 
of a destructive war, of a depreciated currency, and of internal discord, 
is a more readily acceptable instrument of negotiation than the dollar 
bill of America. 

The reasons for this apparent anomaly aré other and greater than 
the material substance guaranteed by the bill itself : there are generations 
of equitable dealing—more in the spirit than in the letter—of under- 
standing and mutuality, and of that inestimable quality—the word 
fulfilled—-behind the sterling bill; and behind these attributes again 
exists all-powerful, yet but half-recognised, the creating and controlling 
revelations of the classic tradition. 
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The Vitality of Industrialism 
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Industrialism is for the time partially paralysed. The 
machine is working badly ; the wonder is that it works at all. 
So far from ‘‘ complete collapse,” we have witnessed an 
amazing demonstration of the strength and vitality of 
industrialism. In surviving the great war, and providing 
the gigantic accumulations of wealth by which alone it could 
be waged, industrialism has proved its ability to sustain the 
severest test to which any economic system could be sub- 
jected... What considering student of society can deny that 
the existing industrial system has succeeded in maintaining, 
in a larger measure of well-being than any other ‘known to 
history, a vaster population than human experience recalls ? 
—Dr. Hensley Henson, 


BisHor OF DURHAM. 
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for seploration shll remains for these supplementary aids to office efficiency.” 





Office Records 


Some Undeveloped Fields for Improvement 
By P. T. LLOYD 


In this highly original series the writer discusses interesting new developments in the 
nature and scope of Office Records. He maintains that many of the new principles 
which have been embodied in modern methods of indexing and filing are capable of 


being utilised to a much wider extent than is yet realised, and he indicates new openings 
of practical value to the business man for the encouragement of further research 
and experiment. 





INTRODUCTION 


A REFERENCE to office records to-day at once turns our thoughts 
in the direction of the numerous facilities now available for their 
production, although the shortage of clerical staff experienced during 
the wag.was, perforce, more responsible for breaking down the former 
conservative attitude towards machinery for compiling the data required, 
than years of persistent effort by the reformer was able to achieve in the 
past. The potent and successful appeal to the organising instincts of 
the business man, who, prompted by dire necessity, was only too willing 
to adopt this method of meeting his difficulties, has been fostered by the 
publication, in different technical journals, of numerous articles on the 
subject, many of which have been collected in book form, and by the 
holding of Business Exhibitions, where the claim of “‘ superiority over all 
other makes ” could be tested by comparison with some similar apparatus 
exhibited by the rival firm. The various types of machinery for adding, 
billing, book-keeping, tabulating or calculating, for time recording, and 
for dictating, duplicating, or addressing, are now, wholly or in part, 
becoming as familiar to the staff of large concerns as the typewriter, and 
there is no need to enlarge, in these days, on the enormous value of such 
devices as a contributory aid towards efficient management. Yet, 
ingenious and accurate as these appliances are, we should do well to 
reflect that they merely replace the brain and the pen of the clerk, with 
a considerable acceleration of working speed it is true, but having, 
nevertheless, only a minor bearing on another, and equally important, 
aspect of the question, i.e. the form in which the record is presented. 

It is interesting at this point to look back for a moment and note that 
an arithmetical machine was invented as early as 1642 by Pascal, the 
French mathematician ; two centuries later Babbage designed his calcu- 
lating machine, which Oliver Wendell Holmes, a contemporary in another 
field of genius, found of value in the Autocrat of the Breakfast Table, as 
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a suitable illustration for the restricted outlook of the purely mechanical 
mind (an extract is worth quoting in full)— 

“What a satire, by the way, is that machine on the mere mathematician | 
A Frankenstein-monster, a thing without brains and without heart, too stupid to 
make a blunder; that turns out results like a corn-sheller, and never grows any 
wiser or better, though it grind a thousand bushels of them ! 

I have an immense respect for a man of talents pius “the mathematics.” 
But the calculating power alone should seem to be the least human of qualities, 
and to have the smallest amount of reason in it; since a machine can be made to 
do the work of three or four calculators, and better than any one of them. Some- 
times I have been troubled that I had not a deeper intuitive apprehension of the 
relations of numbers. But the triumph of the ciphering hand-organ has consoled 
me. I always fancy I can hear the wheels clicking in a calculator’s brain.” 

Thus, the literary man writing in 1858 or thereabouts. 

The passing of a further sixty years and more has, with few exceptions, 
seen little change in the fundamental principles of these appliances ; 
embellishments there may have been, but, apart from an increase in 
speed and products, it does not seem likely that any additional functions 
can be developed with machines which, after all, are only expected to 
calculate, to add, or to duplicate. 

Side by side with these instruments of keys and wheels, and assdciated 
with them in the all-embracing title of “ Office Machinery ” has grown 
up a Series of devices, often ingeniously simple, whereby the records, 
prepared it may be by machine, are set out to the best advantage from 
the point of view of display, concentration, or ease of reference. The 
relationship to the machine might be summed up aptly in the words 
“ cause” and “ effect,” the connecting link being provided by the com- 
mon aim and object of saving clerical labour, but with a sharp point of 
divergence regarding the possibility of future improvement ; for, if the 
functions of the machine have been exploited to the uttermost, a fruitful 
field for exploration still remains with these supplementary aids to office 
efficiency. The increasing number of new principles embodied in some 
modern methods of indexing and filing will occur to the mind in this 
connection, but it is contended that many of these principles have, in 
themselves, a wider scope of utility than they enjoy at present. A case 
in point, which deserves emulation, where the maximum value is being 
extracted from a principle, is the flap telephone directory. This has been 
extended to the flap table (or ready reckoner) while the latest application 
of the principle is represented by the “ Work Organiser” or ‘ Desk 
Orderly ” into which current letters or papers are filed, under subject, 
for immediate reference ; a further expansion of the same idea, although 
in a slightly different form, is the system of overlapping cards employed 
in the “ Bizada,” the ‘‘ Kardex,” or the “ Acme” index. 

Too often the writer (or lecturer) hinting in general terms at the 
possibility of enlarging the application of these devices, pleads lack of 
space (or time) for doing justice to the subject, and an attempt will 
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therefore be made to indicate some openings of practical utility, which 
may encourage further research and expansion in this direction. 


Il.—-DUAL-FUNCTION RECORDS 


The manifold system of preparing, simultaneously, sets of instructions 
for different departments in respect of inward or outward orders, and, 
later, an invoicing set, including advices and Day Book leaf for the in- 
dividual order, where forms similar in size are kept in perfect “ register ” 
by means of a perforated stub, is now becoming more widely known. 
The system can also be extended to a sheet of detachable official receipts, 
in combination with the paying-in slip and Cash Book leaf, but the under- 
lying principle throughout is the concentration, into one operation, of 
various recording functions, with a view to the subsequent distribution 
of the records so obtained. It is desired, however, to approach the 
question rather with the object of showing that the stationary single- 
entry record is capable, with suitable arrangement, of providing informa- 
tion from variable aspects. The appreciation of the card system, in its 
early stages, was confined to the elasticity it provided for maintaining 
an index continuously in alphabetical or numerical order; later it was 
seen to be equally valuable for making frequent changes in the grouping 
of the same units. A further step forward was taken when the possibili- 
ties of the fixed tab of the guide card, but more particularly the detachable 
steel tab or “signal,” were realised. The “ progress card” filed 
alphabetically under name of customer, containing on the one hand 
particulars of the work in hand, and, on the other, a range of numbers 
(from 1 to 31) along its top edge for marking with a “ window ” signal 
the date fixed for the next movement forward from one department to 
another, ensures the ultimate delivery of the order at the time agreed. 
Similarly in the “ follow-up” record for travellers, the cards for cus- 
tomers can be grouped geographically, and one set of signals used to show 
the date of the visit, while another set brings out, as a contrast, the date 
of the last order received. Again, a railway company’s wagon record, 
filed numerically, could be (appropriately) “ signalled ” under capacity, 
location, goods in transit, or “ on siding,” thus providing, in a single 
compass, collective and up-to-date information under any or all of these 
headings. , 

In short, classification in these cases is secured without a constant 
regrouping of cards. 


A Combined Alphabetical and Date Index 
In the circumstances previously described, the ear-marked card 
supplies an unrivalled means of bringing the maximum amount of in- 
formation within the smallest possible compass, but all present methods 
become unworkable if an alternative reference under name or date is 
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required, typical examples being the chronological records set up, for 
renewal purposes, in connection with the collection of annual fees, or 
insurance premiums, which would have to be supplemented with a 
separate name index, if this information was necessary. It is here, 
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however, that one of the overlapping card systems, already referred to, 
can come to our assistance, and the method is illustrated in Fig. 1. 

The cards are maintained in alphabétical order. To aid the eye 
when entering dates, a scale for months and days is printed at the bottom 
of each card, and, immediately below it, corresponding spaces in which 


the particular date is shown, the scale being covered normally by the | 
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edge of the card next above in the frame. Assuming the date to be 
“written up ” was the 27th May, the eye would first select, on the top 
card, the monthly heading of “5,” then pass down the cards until an 
entry in this column was reached, and finally turn to the known position 
for the day of the month. If the space reserved for the 27th day was 
blank, the process would be resumed until an entry under the date 
required had been found ; the whole operation would be extremely rapid 
in practice. The labour of preparing two separate records, and, as is 
not infrequently the case, of checking, at intervals, one against the 
other, is thus eliminated. 

It is of interest also to notice that this form of index recaptures one 
of the conveniences of the bound book, which was lost with the ordinary 
card index, i.e. the occasional, but rapid, selection of names with a 
common characteristic under the respective headings of occupation, 
age, rate of pay, etc. 





The Progressive and Collective Card 

There are two forms of record where the dual facilities of expansion 
or contraction in point of order, in conjunction with provision for an 
alternatively limited or extensive series of entries, are required. 

The first, or progressive type, would be represented by a series of 
isolated and disconnected payments to different individuals, where a 
complete record of such outgoings was essential, but for which the bringing 
forward of a cumulative total, or net balance, would not serve the purpose 
in view. Another example would be the repayment of loans (mortgages, 
etc.), with a frequent fluctuation in names, combined with variable 
periods over which instalments of the loan were repaid. Ifa bound book 
containing “long and short”? or cut pages, to avoid the repetition of 
fixed particulars, is used, the provision of “short” pages has to be 
regulated—and even then between certain defined limits—by the maxi- 
mum number of entries likely to be made for any one individual, with a 
consequent wastage of space in other cases, while any attempt to keep 
the names in a strict alphabetical sequence is, as usual, impossible with 
this form of record. With the loose-leaf book it has to be remembered 
that a sheet of two pages must be allotted, if self-indexing is desired, and 
the average space required per individual must govern the size of the leat ; 
both of these factors will, in the end, tend towards wastage. If, finally, 
the card index is considered, it will be seen that the multiplication of 
entries in certain cases involves the setting up of further cards under the 
same name. This is not only dangerous, but also defeats one of the 
fundamental objects of this system, i.e. the creation of one unit, and one 
unit only, per person; a further disadvantage is that some of the basic 
or fixed particulars (e.g. name and address) have to be repeated on each 
card. l 
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The second or collective type is exemplified, in one case, by the 
property record, containing running entries under the separate headings 
of rent, rates, income tax, repairs, etc., for each building or tenancy 
and, in another case, by the record of investments maintained by the 
banker or solicitor for each client, principally with the object of collecting 
dividends, but where shares held by each individual may be liable to 
alteration. The objections to existing systems for recording these 
transactions, already dealt with for progressive payments, apply also 
to this class of business, and may be summed up as the failure of these 
media to provide, in a sense, unlimited expansion in both a vertical and 
horizontal direction. 

These somewhat varied functions can be concentrated into a single 
unit recording device by means of the cards shown in Fig. 2. “A?” is 
the “ master-card ?” formed by turning up about § in. of the lower edge 





to form a pocket, the bent-over strip being kept in place by three staples ; 
convenient dimensions for the card, on completion of this process, would 
be the standard size of Sins. X Sins. The card “B” is slightly 
narrower in width, and about 14 ins. less in height, and slips into the 
pocket of the master-card, the central slot in “ B” allowing it to avoid 
contact with the middle staple, which is provided to avoid the sagging 
of the pocket as the slip-in cards increase in number. The application 
of the system to the two types of record given in detail above will be 
obvious. The permanent particulars or “ constants” are inserted at 
the top of the master-card, and the initial progressive entries in the space 
below, a continuation of these entries being made on cards “ B,” which, 
to afford the maximum working space, are printed on both sides. The 
reduced height of the slip-in card leaves the permanent particulars at 
the top of the master-card exposed to view for filing purposes, and is 
equivalent to the cut-page principle of the book. Similarly, with the 
collective record, a separate card “ B” is devoted to payments under 
each of the headings, the fixed rates for which are shown on card “ A.” 
It is unlikely that the subsidiary records will become detached from the 
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parent. card but, as an additional safeguard, a serial number could be 
printed on “ A ” and repeated in manuscript on each of the cards “ B ” 
associated with it; the linking of like numbers would then be carried 
out without much difficulty, should the contingency referred to arise. 

The complete device is, in part, a further extension of the transoloid 
pocket -principle employed with overlapping cards. The overlapping 
card system is designed, however, rather with the object of providing 
a set of receptacles into which a few paper forms can be slipped than a 
means of accumulating a lengthy series of subsidiary data under each 
unit. In this respect it certainly has the advantage of avoiding a too . 
frequent insertion, or removal, of units from the frame, because an empty 
pocket can often be brought into use again in its existing position. As 
the transoloid pocket is repeated on the back of each card, the number of 
forms employed is usually two, but any increase of bulk caused by a 
multiplication of this number would probably strain the hinges, and inter- 
fere seriously with the turning back of the cards when references were 
made. The ‘‘cut-page”’ principle would be lost entirely, for although the 
leading particulars are exposed at the bottom edge of the container, they 
would! have to be repeated on each newly inserted form. - 

A not inconsiderable advantage of the loose, but self-contained, master- 
card is the fact that it can be removed from the drawer, and the subsidiary 
cards spread out on a table for examination and comparison. 


(To be continued.) 
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How to Capture the Foreign Market 


By Warrer O. STEINN, B.A. (Lond.), F.R.Econ.s. 
Continental Representative of Alf. Spring & Compy., Idd. 


Important differences which exist between Continental business customs and 
routine and our own commercial methods are discussed in this article, and the author 


gives valuable advice to exporters regarding the appointment of commission agents 
and representatives. 





7. Continental Business Routine and Agency Appointments 


NE of the distinctive features of the routine-work in a Continental 

office is the unusually early hour at which the day’s work is begun. 
~ J use the word unusual because in England the time would be thought 
to be so-——though, of course, on the Continent it is an everyday occurrence 
to see the head of an important businesssor industria] enterprise ‘hard at 
work at 8a.m. It may be that the climate has something to do with 
this. A damp, foggy, and comparatively cold atmosphere is not alto- 
gether the best incentive for early work, and the fact that the sun appears 
to shine less brilliantly over our own little island probably accounts for 
our later working hours. 


The Early Rising Foreigner 


It is a fact, however, that not only businesses and the offices of fac- 
tories, but also banks and professional offices, such as those of lawyers, 
are open at a far earlier hour than in England, and yet they only close 
their doors at 5.30 or 6p.m. This is an important point, for it means 
that the clerk or book-keeper abroad is willing to work an-hour or two 
a day more than his English colleague, for a wage which even at the gold 
parity is less than that which is paid in England. So here, again, we 
are underbid by foreign competition, for the great majority of European 
countries have a depreciated exchange which merely serves to fan the 
flames of the already outstanding competition. The reagon I dwell on 
this topic at such great length is to emphasise the great economic and 
industrial importance both to ourselves and to the world in general 
of this extra hour a day. It means increased production, less expenditure, 
and cheaper goods; contentment for the rank and file of labour, who 
see their chief working the same number of hours as they themselves, and 
who are encouraged by the thought that their hard work and high level 
of production are the best means of helping on the cause of world-wide 
reconstruction. 

= 340 








How to Capture the Foreign Market 
Wider Scope of the Continental Business 


In many other respects, too, does a Continental business differ in 
principle from a British one. In the first place the scope of its operations 
is wider abroad than at home, that is to say, the class of goods in which 
it deals is not usually quite so narrowly defined as at home. A merchant, 
for instance, whose chief business is in provisions often does quite a 
considerable turnover in such articles as cigars, wines, and spirits. He 
tries as far as possible to cover all the varied requirements of his customers, 
and thus greatly strengthens the goodwill of his business. For a cus- 
tomer who can obtain all his varied requirements from one source is 
more likely to continue his patronage with that party than he would with 
a merchant who can supply him with only one or two lines. A buyer 
usually tries to shift as much of, the responsibility as possible on to the 
shoulders of the seller, and the salesman who is willing to recognise this 
fact and play up to it by adapting his business as far as possible to the 
needs of his customer has already gone more than half-way to secure 
the latter’s goodwill. 


Status-of the British Retail Trade 


It is much to be regretted that the retail trade in this saunter as a 
whole is not placed on a higher level. There seems for no reason whatso- 
ever to be a sort of prejudice or misplaced feeling of superiority on the 
part of the wholesaler towards the retailer. Why this should be so no 
one can definitely say. Napoleon called usa “nation of shopkeepers,” 
and it is in the ultimate stage, to the toil and skill of the shopkeeper— 
who has to sell his goods to the critical and conservative housewife or 
working man—that the commercial greatness of Britain must be attri- 
buted. Nor is this all. The retail trade of any country provides an 
index to its general prosperity. In any period of trade depression, the 
retailer is the first to suffer, for he will quickly notice the general absten- 
tion of the public. He, too, is in a position to give the wholesaler much 
valuable information on the general trend of the market as indicated by 
the purchasing attitude of the public. The retailer, therefore, owing 
to his continual direct contact with the panne at large, should act as a 
kind of scout for the wholesaler. 


Combining Wholesale and Retail Operations 

It is, therefore, with a full realisation of this fact that quite a consider- 
able number of wholesalers abroad combine a retail with a wholesale 
trade. This is perhaps more usual in such trades as the tobacco, wine 
and spirit, or provision trade. In these cases the proprietor of the whole- 
sale business or company, as the case may be, will run one or more shops 
in different parts of the town, selling the goods at the proper retail 
price without undercutting the retail competitors, who would otherwise 
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transfer their patronage to another wholesaler. At home, too, of course, 
many firms in different trades do a vast retail business in addition to 
their wholesale, but whereas they usually limit their activities in this 
respect to sending round ‘their travellers to call on the shops with special 
retail price-lists, the Continental wholesaler, who wants a retail trade as 
well, prefers to open a shop of his own and deal with the public direct. 
There is something to be said for both methods. While the wholesaler 
with a shop has the advantage of getting into touch with the general 
public—the ultimate consumer of the goods—he has the disadvantage.ot 
having to act as an open competitor to all classes of his trade customers 
who stand between him and the general public. His power of selling to 
different sections of the trade will be in a measure crippled by the apparent 
success of his shop in attracting the patronage of the public. Many 
retailers have a natural disinclination to buy from a wholesaler who is 
also a trade competitor. 

The importer who sells to the retail trade as well as to the wholesale 
is not, however, in quite the same position. In the first place he avoids 
contact with the outside public, and so does not put himself in opposition 
to the small tradesman. Moreover, he will be looked, upon in the trade 
mainly as a wholesaler if he avoids dealing i in any shape or form with the 
outside public direct. Therefore, before there can be a successful 
co-ordination of retail with wholesale, there must be some change in the . 
attitude on the part of the British public and trade circles generally 
towards this important question. 


Co-operative ‘Dealings by Competitors 


Another phase of business life which is more developed abroad than 
at home is the principle of co-operation between purchasers on the one 
hand and sellers on the other. In Holland and Germany especially 
a group of merchants will often combine together to buy a certain quan- 
tity of goods from an importer and at the same time agree to sell it at a 
fixed price, thus giving the public value for its money while at. the same 
time avoiding unnecessary competition. Though this principle is not 
unknown in England, it has not yet received the attention it deserves. 
The cut-throat method of business is as yet too much ingrained in the 
flesh to allow such a co-operation to gain much ground. It seems to be 
taken too much for granted that to allow a trade competitor to know 
even the slightest atom of one’s business would be to lose business. 
That this is far from being the case can easily be proved by those British 
merchants who have made use of this method of doing their business, 
and its success depends entirely upon the spirit in which the contracts 
are made and the loyalty with which each member of the scheme fulfils 
‘his obligations both to his customers and to his fellow-traders. 
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Business and Private Life Abroad 


One other feature which stands out in contrast to our own business 
life is the facility with which the Continental merchant combines his 
business with his private life. Though much is to be said for the man who 
can leave his office desk and put all thoughts of business behind him 
when once he reaches home, yet one cannot but admire the great number 
of business men on the Continent who often take home with them a large 
amount of work and yet manage to appear in their office the following 
morning fresh and alert. This is an art for which no one can lay downa 
hard and fast rule, but it is a point that should be borne in mind by those 
who say that business and private life cannot successfully be combined, 
and who would rather miss a business opportunity than interview a cus- 
tomer aiter office hours. In many instances the Continental merchant 
has his office in his private house, especially in cases where his personal 
attention is more or less constantly required. This is probably repugnant 
to the British idea of doing business, which is to separate completely 
business from private life. But the great advantages resulting therefrom 
will be apparent on reflection. The merchant is saved the time and 
troubl¢’of having to go to and from his office in the morning and evening. 
He enjoys more of the society of his family, can have his mid-day meal 
at home, while at the same time having his business and his employees 
constantly near at hand in case his personal attention should be at any 
moment required. While he is at work m his office he has the feeling 
that he is also at home, and this thought will help to give a spur to his 
efforts. The housing problem, too, which is even more acute abroad 
than in England, is partly solved by this expedient. The Britisher, 
therefore, who is taking his first trip abroad should not be misled by the 
locality of an office, which is not always such an infallible guide on the 
Continent as it might be in England. 


The Choice of Foreign Representatives 


In choosing representatives abroad it should be borne in mind that 
the Continental commission agent, as a general rule, has a higher business 
standing than is the case in this country. More often he acts as a mer- 
chant as well as an agent, buying for his own account in what may be 
termed “saf” transactions, and acting on a commission basis in others. 
In England this is more the exception than the rule. The principle 
that a man should make up his mind beforehand whether he is going 
into business as a merchant or as a broker is more or less the accepted 
one, and a merchant who also does a brokering business is apt to find 
the rest of the trade up in arms against him. But not so on the Continent. 
The line of demarcation between a merchant and a broker is very thin, 
and though the majority of brokers and commission agents accept 
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business on a purely commission basis only, it not infrequently happens 
that a sound and reliable merchant firm do a large volume of their 
business as agents on commission for a foreign business house. The 
latter plan is found to work especially well in cases where a firm of manu- 
facturers wish to try their goods in a new country, and yet do not want 
to take the risk of sending a large quantity on consignment. 

In such cases, if they do not wish to go to the expense of sending out 
a representative, their best plan is to get into touch with a reliable firm 
of importers who would be willing to “push” the goods on a com- 
mission basis to start with, and later on, when it is seen that business 
can be done, buy further lots for their own account. To get into touch 
with such firms of importers it is only necessary to insert an advertise- 
ment in some good trade paper, and the advertiser will be inundated with 
replies. Here he will need to exercise great caution in sifting out the 
grain from the chaff, more especially as he will usually be required to 
make a contract appointing the selected applicant to the sole agency of 
the area in question for a term of from three to five years. He should be 
especially careful in taking up the applicant’s references, as not infre- 
quently they are fakes or “ put-up’jobs.” In many contracts of this 
type, therefore, monetary penalties are provided for infringement of 
its clauses, and the agent is required to deposit a certain sum at a bank 
to ensure the payment of this fine should it at any time be necessary. 
On appointment, the agent is often given a small stock of goods to work 
with, or else he is merely provided with samples to start on. The question 
as to which is the better must be-left to the discretion of the exporter, 
who will have to decide it on the merits of each individual case. 

In the case of firms who do a large export business, and who have 
many such agents scattered about in different countries, it is very ad- 
visable to appoint a special representative whose sole duty shall be the 
supervision of these agents, and who will journey from one to the other 
to interview them and report on the results of their work. The secret 
of a successful export business is to maintain constant personal touch 
between principal and agent, and the oftener the two can meet and 
exchange views the greater will be the results of their joint enterprise. 
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Witty, amusing slories of business life, arawn from an apparently inexhauatible store, 
and intmitably told, make these chatty notes a popular feature. i 





Table Talk on Business Topics 


By Dr. ELLIS T. POWELL 
Formerly Editor of the “ Financial News” 


l month we were chatting about credit as a factor in the foundation 

of the gigantic fabric which we know as the British Empire. In that 
connection what a much greater sanctity attaches to the cheque nowadays 
than used to be the case! I am old enough to remember the period 
when people did not trouble very greatly if a cheque did occasionally 
come back. Those were primitive times, when it was believed that 
bank holidays were instituted “so as people can’t put their money 
in, but has to spend it.” In our time even the average business man, 
to say nothing of the super-merchant, would be convulsed with appre- 
hension if he thought there was any likelihood of his cheque being 
returned. As for the payees thereof, they would be almost as flabber- 
gasted as he. Occasionally, of course, at a very critical Stock Exchange 
settlement there is a period of agonised hush between the time when the 
cheques are paid in and the hour at which it is safe to assume that they 
have gone through, but this is quite the exception. Broadly speaking, 
a cheque is a sacred document which a man does not draw unless he is 
certain that it will be met. He may stretch his legs to the limit of the 
coverlet by drawing right down to a nominal balance, but he will not 
push them into the open by a speculative overdraft. 


A Lurid Cheque Story 


I remember a case where a religious building scheme was being 
initiated, and where a number of local people were expected to lay founda- 
tion stones, placing appropriate gifts upon them. Among others who 


‘did so were Jones, the local builder, Robinson, the village bootmaker, 


and Phillips, the proprietor of the local store. When the ceremony was 
over, the treasurer gathered up the cheques and, like the simple, straight- 
forward soul that he was, called at his bank on the way home and paid 
them in. He had not been at home more than ten minutes before there 
was a smart rap at the door. It was Brother Jones, panting with the 
exertion of a sharp walk, for he was stout and elderly. 

“ You haven’t paid my cheque ‘in yet, I suppose >?” he said. “I 
wanted to ask you-——’”’ . 

“ I paid it in on my way home with the rest,” said the treasurer: 

“ Good God |!” Jones yelled (I say “ yelled,” for it was a yell that 
escaped him), “I haven’t got more than four or five pounds there ! 
It’?ll be returned! I must make some arrangement!’’ He rushed 
headlong from the house. 
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Another smart rap at the door, and enter Brother Phillips. 

“ I want you to hold over my cheque for a day or two. [——’ 

“ Paid in with the rest, half-an-hour ago,” was the curt reply of the 
treasurer. He guessed what was coming. 

Phillips collapsed. He had not the seli possession of Brother Jones, 
and he gasped for breath. 

“ There isn’t half-a-crown to my’name in the bank,” he managed to 
say as soon as he could find utterance ; “ not half-a-crown, let alone £ 
And he, too, rushed from the house. 

A third knock. It was Brother Robinson this time. 

“You might let me have that cheque of mine back,” he said. 

“ The cheque has been paid into the bank,” the treasurer replied, 
“so I can’t let you have it back, even if I would.” 

Brother Robinson was staggered. But he preserved his self-possession, 
and went on to explain. 

“It’s no good,” he said. “I haven’t even got an account at the 
bank. I borrowed the cheque from Jones to write on, and to make 
some show for myself at the foundation stone laying.” 

That episode actually took place less than fifty years ago, but it would 
be absolutely unthinkable nowadays. Perhaps one ought to add that 
its upshot was the resignation of the treasurer, who declared that he 
might tolerate worthless cheques payable to himself, but when offered 
to God they were more than he could stomach. 


A Credit Paradox 

Once more, however, this kna k of story-telling has carried me away 
from the main theme. We were talking of what credit has meant for 
the Empire. Yet the paradox is that the gigantic fabric of credit has 
been to a great extent reared on the belief that certain classes of men 
will at any time perform that which is beyond their powers. Credit, 
guia imposstbile—it is believed, because it is impossible. For instance, 
carry your mind back to pre-war days when gold was still our currency. 
Everybody who had a bank account credited the tacit assurance that 
he could at any time go to the counter and turn his balance into gold. 
On that belief arose the tradition of London as a fountain which would 
always spout sovereigns at the orders of anybody who had the right to 
give the command. In plain English, the whole belief was a delusion. 
If everybody who possessed a bank balance had gone to his banker in 
the year 1913 and asked for gold, the bankers would have been compelled 
within an hour to intimate that the gold was not there, and that con- 
sequently they could not supply it. Perhaps there has been no more 
marvellous phenomenon in the whole history of the world than was 
presented by the gigantic inverted pyramid of British credit, poised and 
balanced upon a comparatively modest amount of the magical yellow metal. 
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A Delusive Experiment . 

I doubt very much if the so-called “ guarantee ” of credit is going 
to produce the effects which are expected from it. The very fact of the 
guarantee will eliminate the necessity for the keen incisive judgment 
which should always be at the back of a real credit transaction. A man 
who is walking a tight rope fifty feet from the ground will be very careful 
of his balance if he knows that there is nothing between him and Mother 
Earth. On the other hand, if there is a strong net spread six feet below 
the rope, then he will be tempted into various rash exploits which he 
would never have ventured if the net had not been there. That is to 
say, from thé moment wh n you exclude the psychological element from 
credit and make it a mere rule of thumb business, then it ceases to be 
credit at all in the proper sense of the word. The real credit is a thing 
as vague and intangible as the memory of a perfume. But veal it is: and 
in diminishing the scope of this most delicate and potent factor of our 
financial, commercial and industrial supremacy, it is to be feared that 
we are weakening our position. One distinguished critic declares that 
the whole scheme of guaranteed credits is nothing but a palliative. 
I should think it is also an infirmity. To offer a “ guarantee ” of a man’s 
or a nation’s credit is as tactless as it would be to discuss sage and onions 
in the presence of a living goose. 


Chancellor as “ Forger” 


From British credit to the British “ Bradbury ” is an easy transition. 
Not the least interesting of Sir Basil Thomson’s memories is the story 
of the discovery of a note forger’s den in London from which bogus 
Bradburys were being circulated in all directions. In the opinion of 
Sir Basil himself it was the best equipped forger’s den in history— 
modern machines with a numbering devicé inserted in the plates, an 
apparatus for forging the water-mark, and a vast store of notes damp 
from the press. In fact, the distinguished head of the Special Branch 
at Scotland Yard was so impressed by it that he thought the Chancellor 
of the Exchequer ought to see it for himself-— 


Next morning I took the Chancellor of the Exchequer and Sir John Bradbury 
to see the place before it was dismantled. One turned the handle of the press and 
the other took off the note, being careful to write “ Forged” across it before 
putting it into his pocket—the first instance in history of a Chancellor counterfeiting 
the currency. 


No doubt it was, but occasionally the law has to be defied in the 
interests of the public both by Chancellors of the Exchequer and by less 
eminent practitioners. At a very critical stage of the war I indicated 
to a Government Department a certain stratagem to be worked through 
a daily newspaper, of which I was then editor. It was likely to be 
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effective in the national interest, since it appealed both to the business 
and the military instincts of our enemies. Within twenty-four hours 
two distinguished representatives of the Government Department, 
one of them an earl, were in my office eagerly discussing the plan. It 
received entire Government approval and I was asked to set it in motion 
forthwith. 


A Risky Experiment 


‘At this stage I was compelled to point out that my personal operation 
of the scheme would involve a direct breach of the Defence of the Realm 
legislation. It was not in the power of the Government to"suspend the 
provisions, so that no guarantee of immunity could be given. Still, 
I.was willing to take the risk if I had an official request in writing which, 
in the last extremity, I could produce to the Court. This I got, and I 
believe the adoption of the device had very satisfactory consequences. 
Whether an official request to break the law would have availed to 
protect me if the Public Prosecutor had moved in the matter is rather 
a nice problem. Possibly, however, it might at least have mitigated 
the severity of the penalty. And, of course, if one got six months for 
doing the old country an undeniable good turn—why, the monotony 
of the occupation and the diet would not be without some compensation, 
at all events. 


Rampant Forgery 


Of course, to make the complete offence of forgery there must be a 
felonious intent. That fact would have saved the Chancellor from 
elaborating his next Budget in the prison cell, after his “ forgery ” of 
the Bradburys. And certainly forgeries without the felonious intent 
are as plentiful as blackberries nowadays. I wonder how many people 
who receive missives from Ministers and other eminent men, purporting 
to be signed with their own hand, ever dream that a really valuable 
private secretary can turn out his principal’s “autographs” by the 
dozen. This kind of forgery is a very valuable political accomplishment. 
In days when I acted as chief election agent in some very stubborn 
by-election fights I made it part of my business to forge the candidate’s 
signature to as much correspondence as I could. The voter who receives 
this kind of missive, apparently specific and personal from the candidate 
to himself, is always much impressed. The compliment may even 
attract an otherwise hostile vote. Once upon a time my candidate 
heard from the recipient of one of these forgeries and directed his private 
secretary to send a rather sceptical reply. The recipient of the original 
letter thereupon sent it back, asking the candidate sarcastically whether 
he ‘did not recognise his own writing. I was there when the missive 
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arrived. The candidate scanned it very ss and then, turning 
to me, said— | 

“ Wel, that is obviously my signature,” said he, “but I have no 
recollection whatever of dictating or signing the letter.” 

Very likely,” was my reply, “ for the signature is mine, not yours.” 

I had not the smallest doubt that if the candidate had been confronted 
with the letter in a court of law he would have said that although he 
did not remember writing it, the signature was undeniably his. But 
perhaps I had better not pursue this line of reminiscence any further 
lest some reader be tempted into transferring the experiment from the 
political to the financial arena, by trying it on a bank cashier. 


“White Lies” 


To be quite candid, I suppose such signatures might be described 
as “ white lies” in writing. But there again, the “ white lie” has 
now become so much a convention that it may be doubted whether, 
in fact, it is a lie at all. The unwelcome visitor is told that his intended 
victim is “not in.” He does not for a moment take the words in their 
literal sense. He understands them to mean that the victim is there, 
but is disinclined for the interview. The words are, in effect, the cold- 
shoulder disguised in the form of an affirmation which, strictly speaking, 
is untrue. But when the existence of the convention is conceded and 
understood the transaction might, perhaps, be said only to offend the 
punctilious veracity of the Quaker in the old story. 

“ This is the way to York, isn’t it ? ” asked the bewildered traveller, 
addressing a bystander in the sober attire of the Quaker fraternity. 

“ Friend,” was the reply, “first thou tellest me a lie, and then 
thou askest me a question.” 7 


Business Names 


The antics of the official busybody have seldom aroused more indigna- 
tion than in the case of the recent prosecutions under the Registration 
of Business Names Act. In the second case, it will be remembered that 
the prosecution had to do with the case of a man named Stenner, a son 
carrying on his infirm father’s business as a chimney sweep. In reply 
to the magistrate the official prosecuting solicitor admitted that no harm 
had been done, but declared that the law had to be administered. One 
can only regret that the hampering and pestering of every commercial 
interest, even where it is of such a humble type as chimney sweeping, 
seems to be an established factor of the official policy. Perhaps one 
ought to add that Mr. S. de Jastrzebski, the Assistant Registrar General 
at the Registry of Business Names, has ventured upon an apology for 
the official action in these matters. Mr. de Jastrzebski assures us that 
the Registration of Business Names Act was not a war measure designed 
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to secure the disclosure of enemy alien interests in commercial houses 
in the United Kingdom. In making that affirmation, Mr. Jastrzebski 
joins issue with practically the entire commercial opinion of. the country. 
It is pretty certain that if the chimney sweep, instead of being named: 
Stenner and carrying on his business under that name, had been Heinrich 
Ehrenbreitsteinheimer, conducting operations under the name of John 
Brown and Son, he could have concealed his identity under the grandilo- 
quent title of a company specially registered for the purpose. He could, 
for instance, secure naturalisation and then transform himself into the 
National Patriotic and Universal Manufacturing Company, whose real 
character could only become known to persons who took the trouble to 
go to Somerset House and look up the list of shareholders. Whether 
or not it is desirable to keep enemy alien interests in the limelight is, 
perhaps, a matter of opinion upon which the business public takes the. 
affirmative, and officialism the negative, view. But certainly if public 
opinion is right, no disguise ought to avail to conceal the indentity of the 
character of the enemy alien, or rather the ex-enemy alien, to put the 
facts with scrupulous exactitude. You can tackle a competitor who 
is in definite shape, but a mere wraith is unassailable. 


The Berlin Dossier 


In this connection a contributor to the December issue of this magazine 
has a most informative and startling story showing how British trade 
secrets leak out into the knowledge of Continental rivals. I wonder if 
we are drifting back again to the state of things which existed before the 
war, when Germany possessed a vast organisation for obtaining infor- 
mation about the resources, policy and commitments of every firm in 
this country ? The big German banks with their London offices were 
the main instruments in the collection of this encyclopaedic mass of 
information. In addition there were German trade protection societies, 
and the ubiquitous German clerk who forced his way into banks and 
offices everywhere. Never in the way, and-never out of the way, he - 
was doing Potsdam’s work all the time. Thanks to the existence of 
this elaborate mechanism our German trade competitors knew everything 
that we were doing, and were able to forestall, to undercut, and to 
out-manoeuvre in every direction. In the pre-war days even the stock -- 
and share operations of prominent business men were docketed and 
despatched to the central bureau in Germany by the swarms of German 
brokers and German clerks on the London Stock Exchange. Surely 
we are not going to run the risk of the re-establishment of a system 
which might be described as almost diabolical? At all events it assumes 
that character when it is regarded from the point of view of the fair and 
sportsmanlike competition which is a character of our own business 
methods. 
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Crispiana. 

I know that there are various- views of Germany and our business 
relationships with Fritz. In the last issue of this magazine there 
was an allusion to the views of my old friend, Mr. C. Birch Crisp, the 
Chairman of the British Bank for Foreign Trade, with reference to what 
he considers to be the injurious effect of barriers against trade with 
Germany. Whether Crisp is right or wrong, the expression of such 
views is thoroughly characteristic of the independence and unconven- 
tionality of the man. They are symptomatic of.a wide sympathy 
with every human point of view. It has for years been Crisp’s habit 
to invite unconventional and misunderstood people to spend week-ends 
with him at his beautiful place at Binfield, Berks, so that he may get 
to know exactly what manner of men they are and gain a precise under- 
standing of their views. I am giving away no secrets whén I say that 
this policy has more than once brought very explosive material into 
contact with the unstinted Crispian hospitality. But, on the other hand, 
it enables the host to size up his men and to form a characteristically 
virile and adequate judgment about the real drift of the work they are 
doing. I suppose this kind of thing is typical of the ever-broadening 
catholicity of outlook among business men. And after all, is it not better 
to seek personal contact with the man who has suddenly thrust himself 
into prominence, and in that way to study him at first hand, rather than 
to proceed on the antiquated lines of misunderstanding with misdirected 
criticism as its almost necessary consequence? As Bagshot so happily 
puts it, one of the greatest mistakes we make is to think a man is stupid 
because he is not clever our way. Even a fool may be efficient if his 
foolishness fits his job. 
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Reviews 


A. Catalogue of British Scientific and 
Technical Books, 1921 


(British Science Guild, 6 John Street, Adelphi, W.0.2.) Cloth, 876 pp. Price 
10s. net. 


In the production of this very complete Catalogue the British Science Guild 
has rendered a valuable public service, and placed manufacturers, technical workers, 
and students under a considerable obligation. Books are legion, and the ordinary 
bookseller or library attendant cannot be relied upon for much useful guidance. 
How often has the student of science or technology been handicapped for lack of 
a particular volume, of the very existence of which he has been in ignorance: With 
the publication of this authoritative and comprehensive Catalogue, selection of 
the most suitable book on any scientific or technical subject will be an easy matter. 
More than 6,000 titles are included within its pages, classified under 50 main groups, 
these ‘being divided into nearly 500 sub-classes, alphabetically arranged under 
authors’ names. The volumes are further separately indexed under authors, and 
again under subjects, so that immediate reference to any particular work is simple. 
If adequate support is given to the Guild’s enterprise, it is hoped to issue a revised 
edition of the Catalogue annually. 


Jordan’s Company Forms 


‘With Introductory Notes by ALBERT CREW, Barrister-at-Law. Price 6s. net. 
Jordan & Sons, Ltd., 116 and 118 Chancery Lane, W.0.2. 


All the more important Forms and Documents referred to in the Companies 
Acts, 1908 to 1917, are included in this useful compilation, which will be very 
handy for reference purposes to Company Secretaries, Accountants, Auditors, and 
Directors, and will obviate the perplexity and embarrassments which sometimes 
arise through unfamiliarity with the Forms when they are required for actual 
use. Brief explanations are given by the compiler where necessary, together with 
helpful advice in eo to fling up the Forms. 


t f 


The Companies’ Diary and Aod Book for 1922 


Edited by HperRBERT W. JORDAN. Price 5s. net. Jordan & Sons., Ltd., 
London. 


This well-known diary has reached its 39th year of publicatien, and obviously 
recommends itself. It is the Secretafy’s diary par excellence. Published in 
foolscap, and bound in stout boards, it affords ample space for memoranda, while 
the exhaustive notes on British, foreign and colonial company law and practice, 
stamp duties, registration fees, etc., postal regulations, and other matters make 
it an invaluable desk accessory to the higher official of any public company. 
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NOTES OF THE MONTH 


Railway Goods Rates: Disappointing Concessions 


RADERS throughout the country are keenly disappointed with the 
meagre reductions in traffic rates which have been conceded by the 
railway companies, and the agitation in favour of a general reduction is 
being vigorously renewed. The Federation of British Industries have 
requested a further conference with the railway managers to discuss 
the question, failing which an application is threatened to the Railway 
Rates Tribunal. Sir Hugh Bell, Chairman of the Cleveland Mine Owners’ 
Association, and Mr. A. Hutchinson, Chairman of the Cleveland Iron- 
masters’ Association, point out that the 124 per cent reductions are too 
small to have any appreciable effect on the industry, either locally or 
nationally, and unless inland rates on pig iron are further reduced, they 
hint that traders will be compelled to look more closely into the question 
of sending goods to home centres by water. This is a possibility which 
cannot be altogether ignored by the railway companies. The effective 
competition in light goods trafic supplied by motor road transport has 
made huge inroads into railway revenue, and it would hardly be in the 
companies’ interests to drive those who control heavy goods traffic into 
the creation, or rather resuscitation, ofan alternative method of transport. 
* * x 


Joint Control of Industry: Renold Progress 

At the Oxford conference of the Welfare Workers’ Institute, last 
month, Mr. Charles Renold, of Manchester gave a very interesting 
description of experiments in industrial management which have been 
conducted at the Manchester works of Hans Renold & Sons. He 
explained that by processes of evolution a committee had been estab- 
lished which exercised definite control over workshop conditions. The 
committee, composed of shop stewards on the one hand and represen- 
tatives of the management on the other, was provided with the same 
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highly confidential information as the directors received regarding’ the 
financial results of the enterprise. It discussed not only the general 
conditions of the works, but all trade union matters, and its decisions 
were accepted officially by all unions represented in the works. This, 
he maintained, was a remarkable achievement, and narrowly approached 
the state of affairs described by those trade union reformers who wished 
to see the workshop made the unit of trade union organisation. It 
was suggested during the discussion that shop committees made the 
task of management more difficult. Mr. Renold agreed, but believed 
that management was going to be far more difficult in future in any 
event, and he explained how various causes of friction had been removed 
by the committee, and the acquirement by the workers of a knowledge 
of the difficulties and technique of management. He suggested, in 
conclusion, that it was only through works committees that the larger 
questions of actual joint-control of the administration of industry could 
be thoroughly and practically explored. 


* x * 


Business Men and Educational Policy 

After an administrative record of unparalleled extravagance, the 
Government finds itself within sight of the day of reckoning, and, with 
an eye upon the approaching General Election, is embracing a be- 
lated economy with all the passion of the newly converted. The 
appointment of the Geddes Economy Committee was in itself a plain 
confession of their own failure to control expenditure, and now that the 
Committee has reported it appears evident that the late head of the 
Transport Department has been working the economy “stunt” with 
the same ardour as that which made the spending achievements of the 
“ grandiose ” ministry a byword. That there is urgent need of real 
economy no one would seek to deny, least of all the readers of this 
magazine, but any attempt at sensational economies, made at the expense 
of education, would meet with firm opposition from the vast majority 
of thinking business men. Pending the publication of the Report, 
criticism of the heavy cuts in educational expenditure which are believed 
to be recommended is, of course, entirely speculative, but so long as 
the Government withholds publication it can hardly complain if such 
criticism proves to be ill-founded. Be that as it may, the chorus of 
protest which has arisen from all quarters at the bare suggestion that 
stringent economies are contemplated in this direction should suffice to 
convince the Government that such a policy would be disastrous and 
highly unpopular. At a time when the trading supremacy of this 
country was never so seriously threatened, when its principal competitors, 
Germany and America, already provide far greater educational oppor- 
tunities than we enjoy, any attempt to reduce the facilities now available 
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to our business men of the future on the score of economy is short-sighted 
folly of the crassest kind. Administrative economies are desirable, no 
doubt, and none would oppose them; but to secure a cheese-paring 
saving at the expense of the child, or by the denial of national obligations 
to teachers, who have been for years notoriously ill-paid, is a policy 
which would be repudiated by most business men as fatal to the best 
interests of this country, and particularly so to its commercial future. 


* * * 


Education and the Revival of Trade 


The reply of enlightened business opinion to these drastic prospective 
cuts in educational expenditure was admirably set forth at the Educa- 
tional Association’s Conference, at University College last month, by 
Sir Charles Stewart, director of the Marconi 
Company, and by Mr. P. A. Best, director 
of Selfridge’s. Mr. Best gave an address on 
“Education in Industry and Commerce,” 
and Sir Charles, who presided, expressed 
the opmion in view of the foreshadowed 
cuts in education, that the only chance for 
the great industrial concerns was to give 
their employees educational opportunities. 

A large amount of Germany’s trade success 
since the War was due to unity of purpose. 
We could not, however, expect all businesses 
to combine. We did not want to see a 
gigantic monopoly; but our businesses 
should be prepared to combine in pooling, 
as far as they could, the information they 
possessed, so that there should be a spirit of combination of knowledge 
in producing the best. 





MR. PERCY A. BEST 


* x * 


The Problem of the Future 


'German labour, said Mr. Best, was turning to its education as the 
source of its future greatness. ““ As business men,” he added, “ we are 
all looking te Germany, and if we are truthful men we should all say we 
are rather afraid of Germany. People who come back from Germany 
say that her industries are working apparently with the idea of national 
efficiency to regain commercial supremacy.” Mr. Best attributed this 
amazing renaissance of German industry after military defeat to the 
wonderful vocational training the Germans had received in their continua- 
tion day schools. How to bring the world of business and education . 
into closer touch was the great problem of the next few years. 
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“ Education will redeem industry,” he maintained; “industry will 
revivify education.” Mr. Best made a number of practical suggestions 
which should receive the careful consideration of directors and managers. 
He urged that every business, large and small, should have a library 
and that it should be accessible to every member of the organisation. 
Every boy and girl entering business should first be taught what the 
business stands for; what place it has in society. By so widening the 
vision a pride of association was germinated at once. No boy or girl 
should be left to pick up knowledge from experienced workers. Con- 
tinuation and trade schools should be fully and freely used, and the. 
curriculum of such schools should be studied with interest by employers, 
and, where it seemed necessary, suggestions should be made as to the 
subjects. In concluding a most impressive address, he pointed to the 
anomaly that the country trained a man before it sent him to fight, 
and yet was prepared to see unfitted men go into industry; and he 
appealed strongly for fair consideration for evening schools and education 
in connection with the economies recommended by Sir Eric Geddes’ 
Committee. 
* * * 

The Coming of Compulsory Arbitration 

Many business men will strongly support the appeal which has been 
made to the Government, in the form of a manifesto signed by prominent 
members of Parliament, to give facilities for the Industrial Armistice 
Bil which was introduced at the end of last session. The signatories 
contend for the principle of compulsory arbitration in industrial disputes 
injurious to the public, legislative machinery for which is proposed in 
the Bill. They express the belief that 90 per cent of the workers would 
welcome such machinery. Recent revelations in the Courts as to the 
part played by irresponsible extremists in fomenting disastrous strikes, 
and as to the nature of their attacks upon the more sober trade union 
officials: who do not happen to share their particular views, have 
strengthened the very real call for some statutory limitation of “ the 
right to strike.” Rights confer obligations, and it is time for the 
community in sheer self-defence to insist that greater emphasis shall 
be placed upon the latter in times of crisis. Strikes not only cause great _ 
physical hardship, they jeopardise the whole corporate life of the 
community. Is it not time that the “rights of the community” in 
these recurrent emergencies shall be defined, and that in the last resort, 
after every possible avenue of settlement has been explored, the com- 
munity shall be joined as a party to the issue, and shall have a voice in 
the decision in which it is so vitally affected ? Our workers are coming 
to realise that huge rents have been torn in the delicate fabric of British 
trade by the calamitous disputes of the past, and that steps must be 
taken to prevent them in the future if complete collapse is to be avoided. 
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Compulsory arbitration offers a remedy—an unpleasant remedy to both 
sides—-but the evil is a deadly one. Modern economic life cannot be 
maintained in a state of more or less continuous no warfare, and 
such warfare must be made impossible. 

xk * 


Getting the ‘Best Out of the Public Library 


The Croydon Central Library, working in co-operation with the local 
Chamber of Commerce, has developed a useful form of public service 
which might be taken up with advantage by similar institutions through- 
‘out the country generally. An inquiry bureau has been established at 
the Library, primarily for the purpose of furnishing information on 
commercial subjects, but already its activities cover a much. wider field 
of knowledge. It is equipped to give, among other things, the name of 
a director of any public company, the duties levied on any commodities 
in foreign countries, an address in any provincial town, or the latest 
detail of any manufacturing process. Inquireré are invited to “ telephone 
the Library to settle any disputed fact; for that forgotten name; to 
verify any date,” etc. It is easy to see how useful such an extension of 
the functions of the civic reference library would be to the smaller 
business firms throughout the country. Big organisations find it to their 
advantage to maintain a reference department for their own information, 
and there is no reason why the needs of the smaller firms could not be 
efficiently met, as at Croydon, from the resources of the public library. 
At present too many of these institutions perform a doubtful service to 
the community by supplying a surfeit of shoddy fiction, and little else. 
The reference departments are comparatively deserted. The Croydon 
plan is a happy illustration of how the stores of valuable information 
maintained at the public libraries may be placed at the immediate 
disposal of the business world. 

* * * 


Employers and London Continuation Schools 

London’s Day Continuation Schools, established under the Fisher 
Act, number 33, and have just completed the first year’s work. There 
are 48,000 children in attendance compulsorily, and 2,000 voluntary 
students who have passed the compulsory school age. The chief problem 
of the schools in placing the students is to avoid blind-alley employment. 
Arrangements have been made by the Ministry of Labour, under which 
children between 14 and 15 seeking employment can register at the Day 
Continuation School instead of the Exchanges. A specially trained 
officer attends the school daily with a list of suitable offers of employment, 
and these men, who work in the closest touch with the principals and 
staffs of the schools, have been singularly successful in obtaining satis- 
factory employment for the students. Very useful work is being done 
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at the Day Continuation Schools, and employers in the neighbourhood 
of such institutions would do well to pay them an occasional visit of 
inspection, particularly when they have vacancies for juniors. 


* * . * 


Government Interference with Industry 

In a vigorous letter to the Press, the veteran cotton leader, Sir Charles 
Macara, protests strongly against the continuance of Government inter- 
ference with industry, and says he views with alarm the attempt of the 
Ministry of Mines to take to itself a degree of responsibility for Pit and 
District Committees formed under Part II of the Mining Industry Act. 
“ What we most need at present,” declares Sir Charles—and the whole 
business community will agree with him—“ is an opportunity for the 
business of the country to re-establish itself without interference.” 
Nevertheless, the Minister of Mines has made regulations to govern the 
coal industry, not, as he says, with a view to compulsion or control, 
but in order that both sides might have a chance of referring to him 
matters which they had discussed, and which they might wish to have 
enforced for their mutual benefit. Sir Charles sees no reason for these 
regulations whatever, and urges that if decisions reached by represen- 
tatives of both partners in a great industry are of any value, they need 
no sanction other than that provided by the sound common-sense of 
those engaged in the industry. He adds: “ The only justification for 
legal enforcement by the Government—and it should be by Parliament 
itseli——would arise were a small section of the trade to stand out from an 
agreement. If a three-fourths majority of masters and men sanctions 
any measure for the welfare of an industry, the Government would be 
justified in compelling the remainder to fall into line, if necessary.” 


x * x 


Political Settlement of Trade Disputes 

With this important safeguard of the rights of the community 
translated into law, there would be less opportunity for strikes, or for the 
hardly less disastrous political settlements which have marked so many 
trade disputes of the past. The political settlement, in which some 
leading politician without real knowledge of the industry concerned, 
or of the full significance of the points at issue, is called in out of deference 
to public opinion, although often against the better judgment of both 
sides, to act the part of conciliator, is rarely a satisfactory or final one. 
At the same time, some method of imposing the will of the majority 
upon a recalcitrant minority is necessary, if progress is to be made at 
al. The irreconcilable is a nuisance, as much in trade as in politics. 
Sir Charles Macara’s method is one way ; compulsory arbitration, which 
is referred to above, is another ; and every kind of industrial organisation 
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is likely to be brought up sharply against the problem which these 
respective methods attempt to solve in the difficult trade conditions of 
the future. 











a * * 


Retail Distributors’ Advertising Expenditure 

According to the second annual report of the Incorporated Association 
of Retail Distributors, an organisation of which Sir Woodman Burbidge, 
of Harrods, is President, it is calculated that the firms in the Association 
spend about 44 millions sterling a year in advertising. The report 
advocates the replacing of the present trade board system by a national 
minimum wage for all industries throughout the country, and further 
states that the Association is conducting an extensive progaganda to 
improve the banking, postage, and telephone systems of the country. 


* * * 


New General Manager for London’s Docks 


London shipowners and merchants will have noted with interest the 
impending re-organisation in the administration of the Port of London 
Authority. It has been decided to resurrect the office and functions of 
a General Manager, and Mr. David J. Owen, 
who for the past six years has held the 
position of General Manager and Secretary 
to the Belfast Harbour Commissioners, has 
been selected for the post. The commencing 
salary is understood to be £5,000 per annum. 

Mr. Owen, who is 46 years old, has had 
a career marked by steady progress. He 
was born in Liverpool of Welsh parentage, 
his father being the late Rev. R. Ceinwenydd 
Owen. On completing his education at the 
Liverpool Institute he entered the service 
of the Mersey Docks and Harbour Board, 
spending about thirteen years in the office 
of Mr. Miles Kirk Burton, then General 
Manager and Secretary to the Board. He 
rose to the position of an assistant to Mr. Burton before leaving, in 
1904, to take up an appointment as Commercial Manager and Secretary 
of Messrs. Paul Bros., Ltd., who had just established large flour mills 
at Birkenhead. In 1908 he accepted the post of Assistant Docks Manager 
at Goole, where, in 1914, he became Docks Manager. The following year 
he secured the appointment of Secretary to the Belfast Harbour Commis- 
sioners, and was later made General Manager and Secretary. He is a 
member of the Institute of Transport, and of the Executive Committee 
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of the Dock and Harbour Authorities Association. He has recently 
published a “ Short History of the Port of Belfast,” and also a more 
comprehensive work entitled the “ History of Belfast.” 

During the war the task of controlling such a port as Belfast, with 
its important shipbuilding operations and its export of aeroplane linen 
_and potatoes for the troops, was doubtless exacting and onerous, Mr. 
Owen will therefore be prepared to grapple with the much greater tasks 
of co-ordination which will confront him in directing the activities of the 
greatest port in the world. One hopes he will succeed in winning the 
co-operation of the sectional chiefs whose support will be essential to 
progress. Since its inception in 1909 the Port of London Authority has 
experimented with varied forms of direction. Unified control under a : 
General Manager and Secretary, and multiple control under a Manager, 
a Secretary, a Chief Engineer, and others of equal status have been tried. 
The phenomenal activities of the port during and since the war, it may 
be noted, were carried through without one supreme executive official. 
Students of business organisation, no less than the shipping world, will 
be careful observers of the progress of events in the port of London. 


*x * * 


“ Business Efficiency ” Optimists 

It is impossible not to admire the spirit of healthy optimism which 
has inspired the Association of Office Appliance and Equipment Manu- 
facturers and Traders to organise the “ Business Efficiency ” exhibition, 
which opens at noon on the 8th inst., at the Central Hall, Westminster, 
and it is to be hoped that their efforts will meet with the hearty support 
and the complete success which they deserve. We have passed through 
the biggest slump that has befallen this country since it first became a 
great trading and manufacturing nation, and there has been some excuse 
for pessimism ; but it is useless to linger mournfully on the disappoint- 
ments of the past. What is of infinitely greater importance is to 
concentrate on the possible success of the future, and determine to leave 
no stone unturned to translate that possibility into actuality. Govern- 
ment experts and great manufacturers tell us that the corner has been 
definitely turned, and that a period of renewed trade activity and 
commercial prosperity is in sight. Home trade is certainly brighter than 
it has been for months, and that much desired adjustment of international 
relations which will permit of the full resumption of foreign trade is now 
engaging the serious attention of the Government. We have to get 
clean away from the mental atmosphere of depression and impotence 
engendered by the slump. There is every ground for faith and confidence 
in the future, and the London business men who are co-operating in this 
energetic attempt to “ get things going again ” are to be congratulated 
upon setting a thoroughly worthy example to others. 
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Retail Prices and the Manufacturer 

As is well known, the Sheffield Steel Products, Ltd., proposes to open 
a number of retail establishments throughout the country for the sale 
of its cutlery manufactures direct to the public, in the belief that not 
only will substantial profits result theréfrom, but considerable economies 
will also be realised by the consumer. A director of the company has 
stated recently that from investigations conducted by the firm into 
the profits of retailers it was no uncommon thing for prices to be increased 
by 100 to 125 per cent on the way from the manufacturer to the 
purchaser. The Incorporated Association of Retail Distributors is up 
in arms against this statement, and the Secretary has addressed a 
vigorous official refutation to the Press. He says it is the general custom 
of distributors to sell cutlery at the same rate of gross profit as other 
goods of a similar kind, and he goes on to quote typical figures showing: 
the price paid to the manufacturer and the price charged to the public, 
pointing out that the gross profit shown has to cover the whole of the 
cost of distribution. 


CUTLERY 
MANUFACTURER'S RETAIL MANUFACTURER'S RETAIL 
PRICE. Prices. PRICE. PRICE. 
per doz per doz. per doz per doz 
S s. d S. s. d 
7 8 10 - 18 — 24 — 
8 6 11°86 27 68 36 - 
15 -= 20 - 30) - 40 — 
SPOONS AND FORKS 

6 3 8 6 DESSERT 19 — 30 — 
8 — 10 9 TABLE 27 — 40 - 


- One of the most important retail stores in London, he adds, made a 
net profit of only 4-21 per cent in 1920-21 on its silver and plate depart- 
ment and 13-63 per cent in 1919-20, which was an exceptionally good 
year for this class of trade. Prior to the boom years which followed 
the war the average net profit was 7-4 per cent. Whilst there is no 
doubt that it is possible to find individual firms, usually of a small nature, 
who may make 40 to 50 per cent profit on such articles, he thinks no 
reasonable person would for a moment accept the statement that 100 
to 125 per cent profit is frequently made. 


x x% * 


A Question of Great Importance 

' It may be noted, in passing, that the Sheffield Steel Products Co.’s 

statement is not that 100 to 125 per cent profit is frequently made, but 

that prices were increased from 100 to-125 per cent on the way from the 

manufacturer to the consumer. This is a very different thing, and the 

Secretary of the Incorporated Association of Retail Distributors would 
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probably have done more to allay the irritation of consumers against 
certain retailers if he had explained the percentage borne by selling and 
distribution costs to the manufacturer’s price. It is difficult, however, 
to reconcile the figures he gives with the statement attributed to the 
Sheffield Steel Products’ director, and it would be interesting to have a 
few details of the firm’s investigations into retail prices. Where these 
were 100 per cent or more above the manufacturer’s price it would 
probably be found that distribution and selling costs had reached the 
point when even the highest efficiency is discounted by its expense. i 

This question of the economic limits of selling efficiency, which we 
briefly touched upon last month, is one of great importance and deserves 
careful investigation, particularly by the big stores, where the tendency 
to multiply services, not all of which are of a directly remunerative 
character, increases selling cost, and sometimes leaves a wide loophole 
‘for successful competition by smaller concerns less efficiently organised. 
It may be stated as an axiom that the retail price of a commodity must 
bear a certain reasonable relation to its wholesale price, and that establish- 
ment charges must be made to conform to that relationship if the public 
sense of business morality is not to be outraged. Where selling and 
distribution expenses increase the cost of a commodity to an undue 
extent, the system is, in reality, the reverse of efficient. This happened 
frequently during the war, and brought much opprobrium upon the 
heads of unhappy retailers who, pointing to their low margin of profit, 
protested vigorously. Nevertheless, the attitude of the public enforces 
the lesson that retailers must scrutinise with a severely critical eye every 
item of their overhead expenses. The tendency for manufacturers to 
invade the retail market, which is seen in the action of the Sheffield 
Steel Products, Ltd., has also been exemplified in other directions, 
particularly during the period of acute financial stringency through 
which we have just passed. It establishes a new relationship between 
the manufacturer and the consumer, and may prove to be the beginning 
of a very vital change in long accepted conditions of British business 
enterprise. It is a bold experiment, which will be watched with great 
interest by students of business science. 
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This lucid article shows that despite continual modification in the structure of big 
business enterprises, the fundamental principles of organisation are gradually emerging. 
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Industrial Structure 
Il. A Scheme in Evolution 


By Jonn Lam, M.A., M.0omS8c. 


T vain have I tried to persuade the large manufacturing company 
whose industrial structure | am about to describe to let me reveal 
its identity. For some years now I have watched my friends grappling 
with the problem of devising an industrial structure which would be 
thoroughly efficient. They did not set out to plan a scheme as a com- 
pleted whole. Certainly they considered several.such schemes, and I 
confess to a kind of cynical pride in the fact that at a moment when 
Post Office management was being subjected to a propaganda of criticism 
this well-known industrial establishment asked me to outline for them 
the administrative, the executive, the accounting, and the engineering 
aspects of the Post Office structure. Moreover, in the structure as it 
was formulated in outline, certain elements were taken from the Post 
Office. Most important of these elements was the evolutionary charac- 
teristic of the Post Office system. This is an aspect which is given 
far less attention that it merits. The world has been led to suppose 
that in the largest industry in the world, the British Post Office, there is 
a cast-iron organisation which must never be changed. The truth is 
that again and again there have been modifications of the Post Office 
system; committees of inquiry have sat again and again; there are 
arrangements for the constant review of the system and there never has 
been any reluctance to change. Those who wish to study this phase 
of the subject can find material in minutes of evidence, which are of the 
utmost value. For example, the minutes of evidence of the present 
committee which is inquiring into telephones form a treasure-house of 
research into administration, giving data on the allotment of responsi- 
bility and functions which cannot but be valuable to any student of the 
administration of industry. 


Laying the Foundations 

The industry which I describe manufactures an article which is an 
essential to modern civilised life. It has half-a-dozen factories in different 
parts of England. It is controlled by men of unusual enlightenment, who 
are not too proud to learn. They have a gift of self-criticism, and it is 
this which makes them, from my point of view, rather distressingly 
modest at the moment. “The fact is,” they say, “‘ we are evolving 
our industrial structure and, as yet, we do not know what the end will 
be. We are trying to lay the foundations of a system upon which it 
will take years to build. We.are not sure even of the foundations, but 
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we have no objection to your describing them so far as they have been 
laid. If they are of use in the study of this vital subject we shall be 
very pleased, but we are not yet prepared to say that they are the best 
foundation. In fact, some of the prominent features of our system as 
we had devised it a year ago have had to be surrendered. So we should 
say that all we have achieved is to have industrial structure in process.”’ 
This is a reasonable attitude, and in itself it is a compliment to the 
science of administration. When we have learned that the subject of 
industrial structure is exceedingly complex, that each suggested system 
brings difficulties of its own, we have learned something. It is surprising 
that industrial management has been as efficient as it has Deen when we 
remember that in so many cases the organisation has been allowed to 
“ fall together,” as it were, without design and without constant review. 


Decentralised Management 

In the case of the industry which I am describing the first step in 
co-ordinate management was to discover the applicability of the functional 
system. There are six factories. Of these six factories two of them 
produce the completed product; the other four deal with sectional 
production. The factories are placed according to the availability of 
the raw product, rather than according to the convenience of sales. 
The head office is not in London—that is a fixed principle, for the heads 
of the industry claim that all they need in London is authoritative 
representation. In fact, the whole management is decentralised. The 
head office is comparatively small. It includes the accountant and his 
department, which is responsible for the costing and the criticism of 
productivity, based upon weekly data which are sent to all the factories. 
It includes a small department for staff and personnel purposes which 
deals only with principles, giving advice to the different factories and 
allowing to each factory rather a surprising range of action. The sales 
department is at the head office, but not the purchase of raw materials, 
which is absolutely decentralised. At the head office is the department 
-of the General Manager, who never deals direct with a factory, but 
always through either the personnel or the accounting department. In 
fact, the organisation of the head office is such that it becomes the 
machinery of the General Manager and nothing else. It keeps no records 
whatever except those which are of value in supreme management. It 
looks to each factory to keep its own records and to regard the head office 
as being only the focusing-point of the management records. 

The technical and research department is not at the head office. 
It is at the largest of the factories. The scientific experts are mobile, 
that is to say, they spend a number of years in executive work at one of 
the factories and are transferred to the research department at the 
largest factory for two years atatime. They are chosen for this purpose 
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on the display of special qualities during their service in the executive 
work at one of the factories. But it is imperative that no officer can be 
put in a position of executive responsibility in respect of technical work 
unless he has served the two years in the research department. Thus, 
every engineer throughout the whole industry cannot be promoted in 
the factory to which he was originally allotted. If he shows unusual 
quality, if he has gifts of leadership in addition to the technical qualifica- 
tions, he must show his fitness for promotion by obtaining intimacy with 
the economics of production as revealed in the research department. 
It is this system which is now under review. In the main it has worked 
admirably, but there have been cases of experts who have shown excep- 
tional qualities in what may be called the executive side of technical 
work and have been hopeless failures in research. There is a wide 
difference between the human qualities of using the scientific discoveries 
made by others and the actual discovery itself. It is probable that the 
technical side will be divided, half of them obtaining promotion from 
factory to factory and the other half passing through the technical 
department. There is no intention of leaving men, other than the chief, 
at research work for a life’s career. Thus, what has evolved is that 
research work must not generally be final, and that it must not be expected 
that all the scientific staff will have the qualities for patient research. 
In fact, there are two kinds of research: there is the laboratory research, 
and there is the practical factory research, and the difficulty is to find 
the proper position for each. 


Human Management and Scientific Management 
Broadly speaking, there is a clear distinction between the human 
management and the scientific management. To say this is not to 
forget that there is a science of human management. Indeed, so impor- 
tant is this that each factory is encouraged to develop its own method 
of human management. Uniformity is not expected, but periodical 
conferences are held at each of the factories in turn in order that experi- 
ences may be interchanged. It is the fundamental rule that methods 
of human management are not laid down by the head office. Nor is the 
head office interested in any one method to the exclusion of others. 
The General Manager does not interfere. The Staff Manager from the 
head office attends the conferences in the capacity of “ observer,” and 
that is all. There are no written instructions to the factories on the 
subject of human management. The staff rules are printed and are 
available to each member of the staff, but that is rather for contractual 
purposes than as a limitation of local authority. The methods of training 
are the subject of study by committees in each factory, upon which the 
staff has representation, but there is no general method of training for 
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the industry as a whole, and emphasis is laid on the importance of fluidity 
and development in the methods of training. In fact, in all these matters 
it has come to be recognised that each factory is a self-controlled unit, 
but that it has the experiences and the results from the other factories 
at its disposal. There is, indeed, even a more curious range of liberty. 
In respect of the much-discussed question of welfare there are varying 
methods. One of the factories adopts the system suggested by the 
experience of the Ministry of Munitions in the war and has devised a 
separate welfare department under welfare supervision, while all the 
other factories adopt the system, now coming into general recognition, 
of uniting welfare work with ordinary staff management. Thus, the 
staff and personnel departments include welfare in their purview, but 
they conduct it rather by means of suggestion than by actual control, 
using staff committees as the actual controlling organisations, and even 
the canteens are conducted in this way. Still there is no intention of 
scrapping the welfare department in the factory which has adopted it, 
for the fundamental principle which guides the whole industry is that no 
one method has the exclusive claim to all the virtues. 


The Promotion Problem 


Like all other industries the question of foremen has been the real 
problem. It is in respect of this problem that most difficulties have 
been experienced. For a time there was an effort to insist that whenever 
a man was made a foreman or a woman a forewoman they should be 
transferred to another factory. The object was to give a perspective 
and to get rid of the old difficulty of undue intimacy as between foremen. 
and those whom they direct. It also seemed as if it would do something 
to improve the quality of the foremen, and to this end the staff department 
strongly urged a greater margin of payment as between the best-paid 
worker and the foremen or forewomen. Unfortunately, this attempt at 
mobility, while having obvious advantages, met with serious difficulties. 
Some of the best men and women wonld not move. They had their 
families and relatives.in the towns where they had spent their careers, 
and even promotion—and let it be said with a definite increase in emolu- 
ment—-they steadily refused to move. The housing difficulty also was 
a factor in the case, and though this particular industry has not so 
far attempted any scheme of housing, adopting the view that housing 
should be on the basis of citizenship rather than of an individual industry, 
yet it seems to be probable that special houses will have to be built for 
foremen if mobility on promotion is to be encouraged. Forewomen 
present a special difficulty in this matter, and at the moment it seems 
as if the idea of moving women on promotion would have to be sur- 
rendered, though the Staff Manager tells me that it may be possible to 
evolve a scheme for transferring women on promotion for a few months, 
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bringing them back—it is hoped with an improved perspective—to the 
factory at which they were operatives. 


Staff Control and ‘Remuneration 

Trade union problems are dealt with locally. Long before the theory 
of shop stewards had been generally accepted something of the kind 
was in being in each of the factories. The Staff Manager is always 
ready to discuss matters with these shop representatives, and on questions 
of the highest import he keeps in touch with the staff department at the 
head office and with all the other staff managers. There is nothing of 
the nature of Whitley Councils, though at one of the factories there is 
an arrangement whereby the staff manager sees all the shop representa- 
tives periodically. It is probably the feeling that it is in this direction 
that the next development is to be found which leads the heads of the 
firm to emphasise the fact that fluidity in adaptability is the central 
feature of its industrial structure. There is neither co-partnership nor 
bonus nor profit-sharing, and on this point there are quite definite ideas, 
for the opinion is that a properly-regulated wages system on a soundly 
generous basis, with proper provision for sick absence and for ultimate 
pension, is much more likely to be enduring than sporadic efforts at 
profit-sharing with the multitude of questions to which it gives rise. 
Thus, in respect of staff arrangements the central policy is to place the 
responsibility as far as possible in the hands of the men who are most 
closely in touch with the actual work, and to encourage constant day- 
by-day intimacy rather than the ad rem discussion when a crisis arises. 
There is no magic in these matters and it cannot be said that any one 
system is an invariable success, but it does certainly seem that there is 
much to be said for the heads of industries placing the fullest trust in 
their responsible subordinates in respect of staff matters. 


The Emergence of Fundamental Principles 

This is a firm which is alert and sensitive to the need for industrial 
structure, and yet it has found by experience that we are a long way 
from being able to define the most suitable methods of industrial structure. 
Still the fact remains that certain fundamental principles are manifesting 
themselves, and if we persevere in the careful study of different methods, 
and if we are frank and liberal in the interchange of results of our 
experiences, there can be little doubt that we shall be able to learn for 
the future. I am grateful to my friends for placing at my disposal the 
information which they have acquired, but I hope before long to be able 
to persuade them to allow one of their staff managers to write of his own 
experience from his own particular point of view. There is a little 
misunderstanding as to our expectations. We do not suppose that 
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any industry, as yet, has devised its industrial structure in such 2 way 
as to be perfectly satisfied that the structure is completed and perfect. 
But there are many establishments which have had experiences the 
description of which might be of immense value to the thousands who 
are considering the subject at the present moment. A body of such 
information, carefully correlated and presented, would be helpful to 
everyone, and not least to the firms themselves who make their own 
contribution. It is in comparison and parallels and careful correlation 
that progress is to be made, and this has applied to every practical 
development of scientific principles. There is no reason to believe that 
it will be different in the matter of industrial structure. . 


it % * 


Wills Written in Shorthand 


IR HENRY DUKE, in the Probate Court on 14th December last, 

pronounced in favour of a will written in shorthand. The will, 
which was dated 24th July, 1921, was made by Mr. Skingley Charles 
Orrin, of Braintree, Essex, who died in hospital at Antwerp on 28th 
July. Mr. Middleton, for the residuary legatee, said that Mr. Orrin’s 
widow was defendant to the action, but the parties asked the judge to 
pronounce in favour of the will on terms agreed between them. The 
will took the form of a letter to Mr. Orrin’s brother. The judge said 
that this was the second will of its kind which had been before this 
Court. He would pronounce in favour of the document and sanction 
the use of a certified transcript as a true statement of its contents.—The 
Law Journal, 31st December, 1921. 

The President of the Probate, Divorce, and Admiralty Division of the 
High Court (the Right Hon. Sir Henry Duke) formerly Chief Secretary 
for Ireland, 1916-18, and Treasurer of Grays Inn, 1908, is an old 
journalist from the West Country. He was recently the principal guest 
of the London District of the Institute of Journalists, when he recalled 
his early days in the Press Gallery of the House of Commons, where he 
had known such’ journalists as Leonard Courtney (afterwards Lord 
Courtney, Chairman of Committees of the House of Commons), John 
Morley (now Viscount Morley and a former Chief Secretary for Ireland), 
Charles Russell (afterwards Lord Russell of Killowen and Lord Chief 
Justice of England), Edward Clarke (now the Right Hon. Sir Edward 
Clarke, K.C., one of the greatest advocates of the nineteenth century), 
and Alfred Milner (now Lord Milner, formerly Secretary of State for War). 

The learned President himself when at the Bar often took notes of 
evidence in Pitman’s Shorthand, and thus was able to confront, and 
oftentimes to expose, a shifty or prevaricating witness, 
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Don’t overlook this attractive description of an enterprising venture by City business 


experts who are out to beat the slump. They cordially invite your support. 


cc e > o 99 
Business Efficiency 
At the Central Hall, Westminster 
THE MEN BEHIND THE ENTERPRISE 


Å Doo Efficiency ” is the slogan of the Association of Office 


Appliance and Equipment Manufacturers and Traders, and it is 
both the title and motto of an attractive exhibition for business men 
which they have arranged to take place at the Central Hall, West- 
minster, this month, from the 8th to the 18th inclusive. It is to be 
open from noon to 9 p.m. 
inclusive and, we are assured 
by the organisers, will amply 
repay a visit. The opening 
ceremony is to be performed 
by Mr. Gordon Selfridge. 


Why it is being Held 

“ Business Efficiency ” is 
being held because the pro- 
moters felt that the com- 
mercial “ slump ” which -so 
many people seem to have 
taken “ lying down ” is from 
all points of view largely, 
if not entirely, artificial. 

The Association decided, 
therefore, to show business 
people that by wrapping 
themselves in a cloak of 
pessimism they impede their 
own activities and thus help 
to bring about a still greater 
slump. 

Lord Beawerbrook wrote a few months ago— 


Depression is the purge of business. It is when the pinch begins to be felt 
that men will investigate with relentless zeal their whole method of production, 
will welcome every procedure that reduces cost, and seek every new invention 
which promises an economy. 





Many far-seeing business men will cordially agree. But, for various 
reasons, the majority have done nothing worth speaking of to improve 
matters. 

But business is improving. Of that there can be no doubt. The 
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promoters of “ Business Efficiency,”’ through their widely-spread 
organisation, have their finger on the business pulse of the world and 
are convinced that the trade revival has begun. 

Now is the time, accordingly, for the holding of “ Business Efficiency.” 
Now is the time when business men are feeling more hopeful and are 
| open to consider new methods of handling 
the greater volume of business which is 
coming. 


The Promoters 

The promoters of “ Business Efficiency ” 
are the Association of Office Appliance and 
Equipment Manufacturers and Traders, 
whose membership includes 95 per cent of 
the firms whose interests lie in the speeding 7 
up of efficiency in all departments of’ 
business organisation. 

The Executive Committee of the Associa- 
tion consists of Mr. W. H. Hartley (Chair- 
man), director and general manager of the 
International Multigraph Co. (Britain), Ltd.; Mr. W. J. Richardson, J.P., 
managing director of the Barlock Typewriter Co., Ltd.; Mr. A. C. McLellan 
(Vick, Ashworth & Co., Ltd.), Mr. J. M. Levy (Kardex Visible Card 
Systems), Mr. J. Halsby (Halsby & Co., Ltd.), 
Mr. T. Dixon (Dictophone Co., Ltd.), and 
Mr. Vincent E. Jackson (Secretary). 

The Association has done valuable work 
in linking up the operations of industries 
which make office work and sales promo- 
tion smoother, easier, and more accurate, 
and has done much to spread among British 
business people knowledge of all that leads 
to higher efficiency, lower production costs, 
and the general improvement of business 
conditions. 

“ Business Efficiency” is a concrete 
example of the Assoctation’s activities. It 
is hoped to make it an annual fixture to 
which business men camlook forward year after year for the newest 
aids to economy and the perfection of business methods. 


What It Is 


“ Business Efficiency ” is different from anything ever held in London. 
It lies almost on the doorstep of the great business community. 
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The Central Hall may be reached in a few minutes from any of the 
principal business centres. 

It is something the business man and woman cannot afford to neglect. 
Moreover, it is for business people exclusively ; the idle crowd, attracted 
by “side shows ” or mere curiosity, will not be there to destroy the 
vital atmosphere of business 
ideas. It will be of intense 
vital interest to all and a 
real revelation to many. 
‘ Business Efficiency ” is not 
a mere business or efficiency 
exhibition such as London 
has had in the past: it is 
something more. It is run 
not for profit, but for the 
education of those who seek 
elementary knowledge of 
efficiency methods and for 
the further inspiration of 
those who are already better 
informed. It is for’ this 
reason that no charge is 
made for admission to all bond 
Jide business men and women. 


Why you should See It 


No man or woman in Dee CES ees 
business can fail to be inter- 
ested and impressed by Business Efficiency. For, whatever their 
position inthe buginess world may be, they are directly and person- 
ally dependent upon the efficiency of their staff or their particular 
department. Efficiency in business—the greatest possible output of 
work in a given time—means better times and better conditions 
for all—higher profits for the principal, a greater reward for the 
worker. 

In this, every business worker who has ambition, energy, and a 
clear-cut purpose in his calling is vitally interested. 
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On Introducing Labour-Saving Devices 


THE inexorable march of time brings with it many labour-saving 
devices and mechanical aids in business, which the clear-sighted 
business man must sooner or later introduce into his office or workshop if 
he is to be able to compete on level terms with his contemporaries. Some 
business men are rather shy in the matter of introducing such innovations, 
by reason of their doubt as to how they will be taken by the staff, and 
this attitude is, at all events, an excellent testimonial to the employer’s 
consideration of his helpers. However, with a little judicious handling, 
the members can usually be brought to see the imperative need for 
keeping fully abreast of the times, especially if it is made perfectly clear 
at the outset what amount of human labour it is proposed to dispense 
with. For if there is anything more than another which the average 
Britisher hates, it is to be kept in suspense. He likes to know—at all 
events so far as his business is concerned—-what is immediately in front 
of him, and usually will not shrink from the worst,'so long as he is 
relieved from suspense. 

To have to dispense with the services of faithful servants must at 
all times be a very painful task, and for this, if for no other reason, the 
ideal time for effecting innovations in the direction of saving of labour 
will perhaps be at that moment when developments in other directions 
are contemplated ; so that the labour which is to become surplus in one 
direction may be absorbed in the new department or departments. 
Nor must the claims of the manufacturers of the various devices as to 
the capabilities of their own particular pets be taken at their face value, 
for to decide on a reduction in the number of one’s staff, and then find 
it necessary to recant, will be particularly mortifying. But if, all this 
notwithstanding, it is found that the services of @n employee are no 
longer able to be retained on account of the introduction of more modern 
methods, since the main object of the employer will be a reduction in 
expenses, or an increase in profits, he should be able to look at the 
matter from the broadest point of view, and any act of grace on his 
part in the direction of compensation for loss of office will be well repaid 
by the appreciation which will be manifested by the employee. 





“ The exchanges are based on goods not on gold, and we are back to the barbarous and 
wasteful system of barter without the ‘advantage of a money measure.” 
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Back to Gold: 


A Way out of the Currency Imbroglio 
By W. Jayne WESTON, M.A., B.Sc. 


“ Trade is now a gamble on the exchanges,’’ declares Mr. Weston, and such 
conditions cannot continue without disaster. British foreign trade is crippled, and 
there can be no recovery until currency stability is obtained. The only way of 
salvation is to get back to gold. In this illuminating article, which presents the 


currency problem in its simplest form, Mr. Weston suggests that a solution is to be 
found in the adoption of the Swiss franc as a unit of value for miersanonai 
transactions, 





Coo we take our bearings first; we may then get somewhere 
near a solution of the problem of the exchanges. In those happy 
days before the war, those halycon days when life was ruffled only by 
dissensions over the relative merits of candidates for our international 
team, none save the expert need trouble about the exchanges. During 
a continuous period of thirty years (1880-1913) the pound sterling varied 
within the narrow limits of 482 and 4°91 dollars (the par value being 
486). Nor is this strange. The stability of the exchanges is assured 
so long as the countries involved are under an effective gold system ; 
so long, that is, as a community is prepared to meet claims upon it by 
handing over a definite weight of gold. Before the embargo on gold 
export, anyone with a five pound note could obtain a rigidly defined 
weight of gold from the bank and could deal with it as he chose, use it 
for filling teeth, or for making into watch cases, or for sending abroad 
to liquidate the obligations he had incurred. If he chose to send it to 
New York he could at the Assay Office obtain a dollar bill for every 23°2 
grains of fine gold. e Without great expense the material sovereign, not 
its paper representative, could be turned into solid dollars. As soon as 
the banks realized that a profit was to be made from the conversion of 
sovereigns into dollars, a movement of gold began. All that a business 
man had to do when. calculating what he had engaged to pay abroad, 
or what to receive, was to compare definite weights of one commodity. 


Bartering for Purchasing Power 


He is now concerned with a thing intangible and immaterial, not 
with a thing ascertainable and evident to the senses. He looks now to 
purchasing power. Certainly, the dealers in statistics seek to make even 
‘this definite through their Index Numbers: but we are dubious people ; 
and Index Numbers do not inspire trust. The comparison between the 
number of plates of porridge a pound can buy in London, and a franc 
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in Paris is not convincing: plates of porridge are not all alike, and 
state officials may be inept manipulators of figures. It needs little 
calculation to assure oneself that purchasing power is now the basis of 
comparison ; that the exchanges are based on goods, not on gold; and 
that we are back to the barbarous and wasteful system of barter without 
the advantage of a money measure. Take these figures oF January, 
1921— 


Index numbers = by the U. S.A. Labour Bureau ee prices being taken 


) . 177 
i eed by The Statist (1913 prices being taken as 100) . 232 
Statistique Générale Index Numbers 406 


Therefore Percentage premium on a dollar’s worth of goods in England . 31 
Therefore Percentage Premium on a dollar’s worth of goods in France . 129 


What the exchange should have been if it had corresponded with the 
relative level of prices: England, 3°70 dollars; France, ‘8 dollars to 
the franc. 

The actual cable rates were: England, 3°73 dollars; France, ‘65 
dollars to the franc. Our currency, that is, was slightly overvalued, 
the over-valuation denoting the opinion that we should get nearer to the 
gold basis. The French currency was, however, under-valued, the well- 
grounded opinion evidently being that France would recede farther 
from the gold basis. You notice that even in the United States there 
was inflation, an increase of “ money ” without a corresponding increase 
in the goods bought and sold for money. This was not, of course, 
because there had been a relaxing of the hold on the gold standard, but 
because gold had rushed to the States. Immense payments had to be 
made there for food and munitions, frightened European capitalists 
transferred their claims with all haste across the Atlantic, there were 
far fewer counterbalancing payments to be made to Europe.. When 
gold was at the back of every transaction—when a cheque was a com- 
mand to pay gold, a bank note a promise to pay gold, a silver coin a 
token for gold—matters were simple ; and trade flowed as in a spring 
flood. The hunger of business men the world over for a sound currency, 
based on gold, has become the keener the farther this well-defined means 
of comparison has receded. The comparison was once: how much fine 
gold in this sovereign, how much in this five-franc piece? The com- 
parison is now: how many yards of calico can I buy in London with 
this Treasury note ; how many in Paris with a paper franc; how many 
in Berlin with a thousand paper marks? Part of the bewilderment, 
you see, comes from our retention of the old names ; we mumble pound 
and franc and mark, and think we are speaking of the same things. 
The rose by another name would doubtless smell as sweet. The converse 
is not true, however; we should not better the smell of an onion by 
calling it a rose. It is the thing that matters, not the name; and the 
retention of the name gives no guarantee of the permanence of the thing. 
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*“ London ” to-day implies a very different thing from the London of 
Elizabeth, when the Corporation appointed officials to impound any 
pigs straying through the streets. Our own “pound” has passed 
through many vicissitudes, yet we still retain the name. The question, 
“ What is a pound ? ” would at various times have had various answers, 
a pound weight of silver, a quarter of an ounce of gold with a little alloy, 
and now an ill-defined and fluctuating purchasing power. The change 
is, however, negligible compared with that in, say, the Russian rouble. 
Can any merchant enter into an engagement of long-date when things 
like this are possible? In June, 1914, the British Bank for Foreign 
Trade lent the Russian Commercial and Industrial Banks 750,000 Russian 
roubles, at that time worth about £78,000. In 1921 the borrowing bank 
desired to pay back, and tendered the requisite number of roubles. 
There was, at all events, a chance of persuading the Court; and the 
lending bank brought an action to recover the sterling value in 1914. 
Judgment was, however, given against the claimant; and a loan of 
£78,000 was repaid by £5.’ Trade is now a gamble on the exchanges. 
The holder of a foreign bill offers now to the prospective buyer a title 
not to a definite weight of gold, but to an amount of paper currency for 
the redemption of which no date is set; no provision made. The road 
back to gold must be traversed before men in different countries may 
again freely co-operate. 


A Way Back: The Swiss Franc Currency Standard 
The road is practicable, though maybe tortuous and difficult. Indeed, 
the road has been found by many of the German and Austrian merchants ; 
and we may anticipate that what enlightened traders have done the 
States concerned, as is their fashion, will shortly ratify and make obli- 
gatory on all their members. Eagerly desiring a more stable basis for 
business transactions, the export manufacturers in the South German 
States have adopted the Swiss franc as trading currency. They open 
an account with a Swiss bank, and their buying and selling are conducted 
in the one money of Central Europe that still approximates to the gold 
standard. A woollen manufacturer, exporting to Switzerland, would 
require payment in Swiss francs so that he might by their means obtain 
fresh raw material from English wool merchants. The adoption by the 
countries of the Latin Union of the Swiss franc as the unit of value 
presents no difficulty; its adoption by Germany and Eastern Europe 
would simply be the recognition of an accomplished fact. That marks 
and crowns and roubles would be superseded presents no insuperable 
difficulties ; they have ceased to be any real measure of value—bow can 
you measure with a piece of elastic ?—and recognition of the fact would 
be nothing but salutary. The peoples have been too long fed by fallacies. 
The belligerent governments practically told them that, because som 
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money could buy real things, more money could buy more real things— 
as if the multiplying of yard sticks could increase the number of bales 
of cloth. The sign without the thing signified is an irritant: far better 
get back to realities. The Ter Meulen scheme for a loosening of the 
tied-up purchasing power of the impoverished countries leaves one 
unconvinced ; no wonder the City is apathetic about it. The govern- 
ments may guarantee the credit of their nationals ; but who will guarantee 
the Governments’ credits? Quits custodiet custodes ? 

The first Assembly of the League of Nations (December, 1920) recom- 
mended, through the economic section, the setting up of an international 
commission with some such object. This would act as a trustee for the 
forests, railroads, power plants, even territory pledged on behalf of 
citizens seeking credit abroad. Did anyone really imagine that the 
governments in question would in this matter deny their independence, 
and invite control of their internal affairs by strangers? Who hears 
now anything about those government schemes of barter, heralded with 
such a flourish of trumpets a year ago? 

Far better get back as soon as possible to something material, tangible ; 
in short, to gold. We in Britain are steadily, if slowly, nearing the time 
when. there will be absolute parity between paper and bullion and coins ; 
labour itself has learnt that falling normal wages must synchronise with 
the appreciating currency; other peoples, who have diverged farther 
from the gold basis, have a more laborious task. 

Yet it is not an insuperable one. Parallels are difficult to trace: 
the world has not stood still since the days of John Law and his Mississippi 
bonds, since the Napoleonic War and the Bank restriction and the 
asstgnais. Yet history has its lessons. It suggests first of all that the 
earlier the problem is tackled, the less drastic need be the treatment : 
a few blisters from a mustard plaster at the early stages of a cold are 
preferable to the perilous remedies we must seek when pneumonia has 
developed. We and the rest of Europe will, soon or late, be back on the 
gold foundation. What will be done with the depreciated paper? 
During the last two hundred years, governments having hit upon a 
happy device for silently confiscating a part of their subjects’ property, 
we have had instances of complete redemption, of a scaling down to the 
golden standard, and of absolute repudiation. The United States itself 
affords two instances of the last, the Continental Bills of 1777 and the 
Confederate Notes in 1865; France affords two, in 1720 when the South 
Sea Bubble burst, in 1796 when the assignats became just as worthless 
as scraps of old newspapers ; Colombia (1811), Peru (1822 and again in 
1875), Portugal (1846), Uruguay (1865), have all been bankrupts with 
much to pay and nothing to pay with. The breakdown of confidence 
in the first French repudiation came with astonishing suddenness, and 
directly as a result of government action. The agents of government 
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then were less hardened sinners than the modern operators of the govern- 
ment printing presses ; they were dismayed at the rapid fall in purchasing 
power of the multiplied notes, and they tried to bring the real value 
nearer to the normal value. Their effort brought unexpected and utter 
collapse. “ All that people looked to,” said Senior, speaking of this 
collapse of 1720, “ was nominal value, and while notes were called lures, 
nobody inquired what a livre meant. But the instant the denomination 
was altered, the baselessness of the paper fabric was detected. The 
terror was as universal and as blind as the confidence had been. On the 
22nd May a man with one hundred millions of bank notes in his pocket 
might have starved in the street.” The inconvertible note is all alloy ; 
and when people no longer trust the promise it embodies, it becomes 
worthless. The fiat of government can do much. But it cannot per- 
petuate the delusion that the printing of a piece of paper calls into being 
bread and beef and boots represented by the paper. 


Much Paper, Much Poverty 


The fallacy of the assignats, issued by the French Revolutionary 
Government was that since they represented a real thing they could 
not depreciate. They were an attempt to coin the whole land of the 
country into money; they assigned to their holders a portion of the 
confiscated land, the land of the Church and of the old nobility. The 
hope seems to have been that the notes would come back to the Treasury 
in return for this land. The hope was disappointed, however; the 
assignats representing land became prodigiously multiplied ; they could 
no more keep up their value than the land could have done if it had all 
been in the market at once; and just before the notes were declared 
worthless it needed an assignat of five hundred francs to pay for a cup 
of coffee. The last quotation before their being repudiated was rysy of 
their parity value. It was the stress of war, too, that led to the over- 
issue of the United States Continental notes, with which the barbers 
ultimately papered their shops—as our enterprising tradesmen give 
away 1,000 rouble notes with every pound of chocolate bought—and 
which gave us the byword, “ not worth a continental.” ` 





The Alternative to Repudiation 


Where there 1s no repudiation, and there need be none, two courses 
are open to the governments intent on returning to the only basis on 
which the currency system can rest securely. They may adopt the 
healthy, bracing policy of honouring—at whatever sacrifice—their 
promises and redeeming the paper money in full. A promise is a pro- 
mise, even if made by a government. This was our method after 1816, 
when, during the period of the Bank restrictions, a premium of gold 
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had developed ; it will, of course, be our method in the gradual redemp- 
tion of our Treasury Notes. At present it is a matter of indifference to 
a farmer in Aberdeen that by presenting his note at the Bank of England 
during office hours he may get gold ; it is, indeed, to the Londoner, too, 
since he can use the gold in no other manner than as a means of pay- 
ment——he cannot melt it or export it. No one, however, doubts the 
ultimate convertibility. France also is steadily recuperating, and her 
Treasury has made the satisfactory announcement that there will be 
no need of credit to balance next year’s budget. Our neighbours, 
therefore, may possibly astonish the world by meeting their obligations 
in full. It will be a great achievement if she does, since the mass of her 
obligations has been contracted in a depreciated currency. 


The Probable Course 


The second course is the more likely, and probably the more equitable. 
Most of its engagements have been made in a depreciated currency ; and 
it may well be decreed that French francs shall be turned into Swiss at 
the market value. There will be a kind of composition with creditors, 
the holders of the notes; a five franc note will be taken as a two-franc 
note. The reform would entail, of course, a writing down of all bank 
deposits, all internal contracts and obligations, all legal instruments of 
payment; and it might even be possible to induce foreign creditors to 
accept the composition. The United States might be willing to accept 
part payment, and cancel part of the debt, though reluctant to renounce 
its whole claim. The purchasing power of the note will be unaffected ; 
there will simply be a recognition of the actual state of affairs, with the 
blessing for which the business world is craving of henceforth conducting 
business on an intelligible basis. This method of changing an old cur- 
rency into a new was, you note, that adopted by Japan when in 1890 
she adopted the gold standard in place of her silver standard. The gold 
yen was made equal in value to the silver yen as it stood at the time. 
Clearly, there was nothing unjust in this; the price of silver (in gold) had 
fallen since 1873, and none could feel aggrieved when he obtained as 
much. gold as his silver would have bought in the market. We may take 
it, likewise, that none who within the past year has contracted in marks 
expects to get gold marks ; he will be quite happy—he will at all events, 
cut his loss with equanimity—if he gets the market value jin Swiss francs 
and if he need fear no further depreciation. Paying off the Austrian 
crown and Russian roubles and Polish marks at their market price in 
Swiss francs is, to be sure, hardly to be discriminated from absolute re- 
pudiation. It would, however, be less unsettling to the minds of men ; 
and the countries giving even so light a recognition of their obligations 
would have such satisfaction as the composing debtor has in not being 
made an out-and-out bankrupt. And it would bring hard facts home 
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and rouse men to cope with them. At the moment, whether from the 
lethargy of despair or from the loss of moral fibre due to war’s disasters, 
the peoples of the near East are unable to bestir themselves, and are 
still fondly cherishing delusions, that of fiat money, for instance. 

The current Viennese papers tell us that 20,000,000 of krone notes 
are daily being printed, and that when the enormously-multiplied state 
employees get the wage advances for which they clamour this total 
will be greatly increased. A change of name is not invariably a blessing ; 
it is, though, when retention of the old rich-sounding terms leads to 
self-delusion, when a man’s subconsciousness suggests that mark in 1921 
is somehow connected with mark in 1913. We shall probably do well 
to call a spade a spade; it is a spade, and we may as well recognize the 
fact. We shall probably do well to stop speaking of a three-thousandth 
part of an ounce as though it were an eighteenth part of an ounce of gold ; 
the German mark is now equivalent to about three-thousandth of an 
ounce of gold, and it is nothing but healthy to recognise the truth. 
Things have gone so far that we may be pretty certain that tinkerings 
at the shattered fabric of the European currency will not avail. I lay 
the fire badly, and the application of a light disappoints; I blow and 
puff, I push in fresh paper and try to coax the chips alight; in the end 
I must relay the fire. Far better to take the decisive step at the first 
and begin ab snttio. The sooner the governments of Europe realize that 
their salvation lies in getting back to gold, and that their own business 
men have showed them the way, the better for all concerned. ‘‘ Money 
is gold and nothing else,” said Pierpont Morgan, who knew what he was 
talking about. The gold standard has the confidence of mankind, and 
no artificial standard, however ingenious, can replace it. 
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The Business Man of the Month 


LORD INCHCAPE 
By ARTHUR S. WADE 
“I look back on my life in India with nothing but pleasure, and if I had to 





“ live over again, I could wish for nothing better than a repetition of every day I spent 


in Hindoostan.”’ 


HESE are the words of Lord Inchcape, spoken seven years ago. 

They stamp him as the true Happy Warrior of Commerce. The 
events and accomplishments of a large slice of his life pass before him 
like an orderly company of soldiers, and he reviews them with a detached 
and eritical eye. At the end of the procession he smiles with satisfaction. 
Certainly they bear inspection and bear it well. He is a fortunate man 
to be able to say this, as anyone will admit who has looked back over 
his own previous years. Few there are who, taking any single year, 
would not find many things which would have been better otherwise. 


The Happy Warrior of Commerce 

The ‘ Happy Warrior ” is an appropriate name in another sense for 
Lord Inchcape, for he has always been a fighter, at war with incompetence, 
socialism, bureaucracy. How valiantly he has fought against this last! 
Milton’s words: “I cannot praise a fugitive and cloistered virtue, 
unexercised and unbreathed, that never sallies out to meet her adversary,” 
etc., must be very much to his liking, for the last thing one could say 
about his talents is that they have been “ unexercised and unbreathed.”’ 

„As most people know, Lord Inchcape made his name in India. He 
arrived in Calcutta when he was twenty-two, and from then to now— 
nearly forty-eight years—has been associated with India’s commerce 
and shipping. It is recalled that he was just “‘ Jimmie” Mackay, a 
Scots lad from Arbroath, when he first got there. The diminutive 
“ Jimmie ” is only a memory now; but there is something warm and 


- vtnexpected in occasional sentences of his speeches, which make you 


realise that here is a man to whom a touch of friendly familiarity would 
not in his younger days have been unwelcome. Even now he is not one 
of those very solemn personages who speak to others from the lofty 
pedestals of their own greatness. He can unbend, he can joke, he can 
tell a humorous story. Indeed, it was he who gave currency to the 
oft-told tale of the parson in India who announced the amount of the 


collection as follows: “ Brethren, the collection last Lord’s Day amounted 


to Rupees 23-4-3, six buttons, two soda-water bottle tin tops and a note 
bearing a signature I am unable to decipher in the words ‘I owe you, 
old, Jarbo, one lakh of rupees.’”’ This is a side of his personality which 
warms and illuminates the other side—the side he shows when appearing 
in his character as a master of industry and finance. 
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A Critic of Popular Education 

Just at the moment the public are thinking of Lord Inchcape purely 
in his financial capacity, and a great many people of various classes are 
annoyed with him. Probably the shrewdest mind on the Geddes 
Economy Committee, he recently made a speech which is read as 
indicating his belief that one way of national economy is to spend less 
on education. There are limits, he says, to the economic usefulness of 
education. The incident illustrates his gift for taking an unexpected 
line, his courage, and, perhaps, his limitations, The education of the 
people is a bigger and wider question than any he has ever had to deal 
with in his commercial negotiations, vast as these have been, and many 
of his admirers will feel that here the Happy Warrior has embarked on 
a Campaign which can bring neither him nor the country any real benefit. 
Perhaps this will prove one of the incidents he would not wish to live 
over again. Time will tell. 

Lord Inchcape is one of the men whose appearance gives, under 
careful examination, a pretty accurate indication of his personality and 
of his reserves of power. His whole bearing is firm and confident, and 
the poise of his finely-shaped head denotes authority. The nose and 
mouth are particularly strong, while the brow and eyes could belong 
only to a man of penetrating and far-sighted intellect. Over his features 
plays at times a glow of humour and kindliness, which are as engaging 
as the gleam of wit enlivening the pages of a book. 

His career reads like a romance. It wears the golden glow of the East 
in which most of his triumphs were won. Entering the service of Messrs. 
Mackinnon, Mackenzie & Co., the great shipping firm, at the age of 22, 
he soon became a figure in Calcutta, where his gifts for management 
and organisation in a few years placed him in a commanding position 
in the shipping and commercial world. Every decade since has added 
power and honours to his name. To-day he is senior partner in the 
firm named, chairman of the P. & O. Steamship Co., a director of the 
Suez Canal, of the National Provincial Bank, of the Atlas Insurance Co., 
and a man of authority in many other big concerns. 

Parallel with his wonderful career in commerce there has been a 
career of usefulness to the State. He has served on the Legislative 
Council of the Viceroy of India and on the Council of India. He has 
carried out innumerable inquiries and missions for the Imperial Govern- 
ment. An outstanding service he rendered the country was in negotiating 
a new commercial treaty with China, a work he completed on Sth 
September, 1902, after spending a year in that country. Who can 
forget, too, the consummate skill with which after the war he disposed 
of the Government’s surplus of 198 ships for a total of £35,000,000, the 
only expenses of the work being £850? Time and knowledge were in 
this, as in his other public work, given freely to the country. 
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Lord Inchcape’s industrial views are simple and forceful. He is an 
enemy of bureaucracy, of State interference, of anything that trammels 
individual enterprise. Away with nationalisation theories and all crank 
doctrines! “ The co-operation of the capitalist, the inventor, the 
manager, and the workman,” he says, “is the only form of industrial 
undertaking which satisfies the interests of all classes of the community.” 
In that single sentence you have his industrial creed. 





+t # + 


Fifty Years of Progress in Office Efficiency 


Ho many of the younger generation of business workers realise 
2 the immense advances made during the past half-century in the 
science of office efficiency ? 

Fifty years ago the typewriter, to take the commonest example, was 
unknown. Letters were written by hand. The process was slow, and 
the output would appear pitiful to the typist of to-day. 

On trade union theories the typewriter should have displaced 
thousands of clerks, but the effect was an enormous increase in the total 
amount of work to be done and an enormous growth in the number of 
places waiting to be filled, and the individual worker did not have to do 
more work. There, in brief, is the whole story of efficiency. It is simply 
economy. The story of the typewriter is the story of the hundred 
and one devices which have followed it—devic&æ which have for their 
sole object the saving of time, work, and errors. 

Efficiency does not mean slave-driving. It means greater ease of 
working. It means more work with less effort. It has, in fact, raised 
wages and shortened hours. High wages and a big output mean better 
business. High wages and a poor output spell disaster. 

To-day machinery does with ease a thousand odd jobs for the office 
worker which formerly had to be laboriously carried through by hand. 

The calculating machine carries out for the book-keeper thousands 
of intricate mathematical problems with a speed and certainty which 
the human brain cannot even approach. Card and loose-leaf systems 
have swept away the old complicated array of “ books.” Duplicating 
and addressing machines have enabled the merchant to approach 
customers by hundreds of thousands instead of by tens. Machinery 
will write your cheques. : 

A remarkable collection of these aids to business will be on view at 
“ Business Efficiency,”’ at the Central Hall, Westminster, on 8th Feb. 
Practically every device now on the market will be assembled in the hall, 
and business men and business workers will have an unrivalled oppor- 
tunity of making themselves acquainted with the latest and most 
up-to-date methods of time saving. 
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This valuable feature explains the more important commercial laws and customs, and 
discusses fully the prospects of British business men in South America. 





Business Systems in South America 


Differences of Commercial Law and Custom 
By OF ARLES DOMVILLE-FIFE, 
) Late Correspondent of * The Times ” in South America 
Author of “ Through Guatemala and Central America,” “ "The Great 
States of South America,” etc. 
HE commercial laws and business ‘systems of one nation often differ 
very considerably from those of another, and so become obstacles 
or pitfalls for the stranger unversed in their peculiarities. In every 
country in the world, without a single exception, these unsatisfactory 
conditions exist; with far greater force in some places than in others 
because of the absence of legal safeguards for those with more money than 
sense. 

Notwithstanding this well-known and very elementary fact, it is 
astounding how many commercial men in Great Britain endeavour to 
do business in foreign countries without first studying the laws, regula- 
tions, customs, and conditions pertaming therein. The wonder is that 
their mental laziness-does not cause them even greater financial loss than 
is usually the case. Unfortunately the personal damage sustained is 
generally less than the national. A bad debt, or speculation, is written-off 
with the quiet resolve never to do business in “that” country again, 
and so the nation loses through the inefficiency of its own sons. 


Business Licences and Bankruptcy Laws 


It has already been shown in a previous article that foreign commercial 
travellers are called upon to pay heavy taxes before commencing business 
in almost every state and municipality of South America. This might 
be considered somewhat unfair if similar levies were not imposed upon 
resident agents and businesses of all kinds. In Argentina an annual 
licence must be obtained by every commercial house, and the charges 
vary froma few dollars to hundreds of pounds sterling. In Brazil, although 
there is no income tax, evéry industry and business is subject to in- 
dividual licenge charges, and commercial establishments with a capital 
of over £70 must present their books annually to the commercial junta 
for registration and stamping (at a uniform charge of about one penny 
a page). Auctioneers, brokers, insurance companies, banks, and lottery 
agents must provide substantial guarantees and pay special rates of 
taxation. In the case of stockbrokers, only a limited number are allowed 
to do business in the Federal Capital, and of this number one-third must 
be shipbrokers. They are under the control of the Minister of Commerce, 
and can be appointed or dismissed by that official, Each broker must 
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be nominated by the Stockbrokers’ Association, and deposit about 
£3,000, either in cash or policies, at the Treasury. 

There is a curious law in force with regard to bankruptcy in Brazil. 
When a debtor offers payment of 60 per cent of his total debts any agree- 
ment by creditors for the acceptance of this settlement must be approved 
by 60 per cent of the claims. If 40 per cent is offered then two-thirds 
of the claims must be in favour of acceptance. A settlement of 30 per 
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SUN WORSHIPPERS ON AN AMAZONIAN TRIBUTARY 


cent requires the sanction of 80 per cent, and no composition is ‘valid 
unless 20 per cent is offered. In Argentina no bankrupt can obtain his 
discharge if his books have not been marked with the “ Rubrica,” 
or stamp of the Commercial Tribunal, which, in itself, is more or less a 
guarantee against fraudulent insolvency. 


Advertisements, Stamp Duties, and Cheques 


Advertisements in the form of handbills, prospectuses, circulars, and 
posters require, in Brazil, the affixing of revenue stamps before dis- 
tribution or display. The value of the stamps needed for posters is 
about one penny. Receipts for sums of money amounting to over 
thirty-five shillings (normal rate of exchange) require stamps to the value 
of fivepence, and similar charges are made for legalising almost every 
kind of document. Stamp duties are charged on all beverages, matches, 
candles, tobacco, boots, shoes, salt, scent, vinegar, drugs, hats, umbrellas, 
and fabrics of all kinds, as well as on a veritable host of other commodities 
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and manufactured goods. The stamps must be affixed before the articles 
are exposed for sale. This latter condition often involves the outlay of 
considerable capital by importers, manufacturers, and shopkeepers 
before they can commence business. 

Pharmacies are periodically examined by the Department of Public 
Health, and druggists are not allowed to make up prescriptions. The 
restrictions on, and supervision of, several other kinds of businesses are 
equally as severe. 

The Brazilian law with regard to cheques is a little peculiar and diff- 
cult to understand. They must be presented for payment within five 
days of date if made payable in the city in which they were drawn, or 
within eight days in any other city of the Republic. This makes it 
necessary to post-date cheques intended for transmission over long 
distances to the interior of the country. Failure to carry out this regula- 
tion may, under certain conditions, render a cheque legally valueless. 
A cheque drawn for a sum of money in excess of that which stands to the 
credit of the drawer renders the latter liable to a fine of 10 per cent of the 
amount of the cheque. The same penalty is enforced for either wilfully 
or accidentally giving a wrong date on a cheque unless covered by a 
legal arrangement sanctioning this procedure. 


Kilometre Tickets, Road Taxes, and State Monopolies 


The Central, or Government Railway of Brazil, which has a total 
length of over 3,000 miles, issues what are known as “ Kilometre Tickets ” 
at reduced rates. These can be obtained for distances of from 1 to 12,000 
kilometres, but they are not available on the expresses or trains de luxe, 
and no baggage, other than the smallest of handbags, is allowed free. 

On the Pacific coast of South America, although the cost of living is 
less, very similar conditions apply. A licence is required for the conduct 
of almost every business in both Chile and Peru. In the latter country 
the work of collecting the national taxes is undertaken by a company 
‘which receives a percentage of the receipts, and is responsible for the 
sums of money obtained. Even archaeological exploration requires a 
licence before it can be undertaken, and only duplicates of specimens 
found become the property of the discoverers and can be exported. 

In some of the South and Central American States the public roads 
are maintained by what are known as “ Road Taxes.” The collection 
of these is a sudden and sometimes very embarrassing process for the 
unwary traveller. A military cordon is drawn across certain public 
highways without previous warning, and all passers-by have to pay 
toll, or else find security for immediate payment upon arriving home. 
The alternative is the company of a guard as far as the delinquent’s house 
. or hotel and the payment of an exorbitant tip for the leniency shown | 
Care has to be exercised by foreigners that commercial transactions 
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relating to Government monopolies are not engaged in unwittingly. 
Matches in Bolivia, salt and matches in Venezuela, tobacco in Peru, 
and the import and export of several other commodities are prohibited 
in various States. 


Commercial and Industrial Aids 


Although something has been said in a former article about the con- 
cessions offered by the Governments of the States of South America to 
capitalists, some information should be given here regarding abatements 
and subsidies of a commercial nature. In Southern Argentina land 
surveyors receive a yearly retaining fee from the central government 
for the demarcation, when required, of areas of State land sold by public 
auction in Buenos Aires, and for various other national services. In the 
Brazilian State of Minas Geraes electric power is furnished to factories 
in the capital, Bello Horizonte, free of charge if there is no other concern 
manufacturing the same goods in the municipality, and the capital of 
the company operating the factory exceeds £2,000. The same State, 
as well as others in the Brazilian Union, grants small concessions for the 
establishment of electric power stations operated by the numerous 
waterfalls in the locality. All vessels carrying the Brazilian mail, and 
all railways, must be equipped with refrigerators and cold storage cham- 
bers or wagons to facilitate the transport of fruit and other perishable 
goods from the up-country plantations to the cities and ports. 

In Bolivia, newspapers, magazines, and printed matter of all kinds, 
including catalogues and prospectuses printed in Spanish, circulate in 
the interior of the country entirely free of charge. The postal services 
of both Argentina and Brazil convey manuscripts, advertisements, and 
samples at a greatly reduced rate. Bogotá, the capital of Colombia, 
has a special department of the National Library set aside for the col- 
lection and exhibition of the catalogues of foreign firms wbo care to send 
them through the Colombian Consuls. ` 

Foreign doctors, accountants, chemists, and other professional men 
who desire to practise in any of the South American States should present 
their credentials and certificates to a Diplomatic Officer, or Consul, of 
the country in which they desire to reside before leaving their native 
land ; otherwise they are very likely to be called upon to pass a fresh 
examination (in Spanish or Portuguese) upon arrival. These conditions, 
however, do not apply to engineers, accountants, or others proceeding to 
South America as servants of a foreign company, and only when they desire 
to set up in general practice and enjoy the full privileges of their profession. 


Miscellaneous Regulations 
In the tropical north the business day commences at 5 or 6 a.m., 
and is suspended during the great heat of noon, to be renewed, however, 
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from 2.30 p.m. to about 5.30 p.m., in the cool of the early evening. In 


Buenos Aires the European hours are prevalent. There is also a decided 
difference in the status of the various occupations of man, especially in 
the north. Both commerce and agriculture rank equal with the pro- 
fessions of law and medicine; but there is a type of clerk employed in 
the former, very often a half-caste, who is not considered the equal of the 
European in a similar, although perhaps more responsible position. 





FALLS OF BANTA MARIA IN THE STATE OF PARANA, BRAZIL 


There are hundreds of similar falls in Brari, Peru, and Bolivia, which are steadily being harnessed 
to supply cheap o light and power 
These intermediaries do a very large proportion of the spade-work in 
almost every business establishment in the tropical States. 

,In Brazil there are official undertakers, and the charges for their 
services, including coffin, hearse, and certificate, are divided into eight 
classes, ranging from {40 to £5. In Buenos Aires, so great has become the 
congestion of the traffic that in certain main arteries movement in only 
one direction # allowed, dnd this is indicated by huge arrows. In the 
suburbs of this great city, the fourth in point of size in the world, cows 
may still be seen being led round from door to door to supply milk in the 
Eastern fashion. It willcome asa relief to the overburdened English rate- 
payer to learn that the police, fire brigades, and water supplies of Buenos 
Aires are paid for by the Federal Government, and that the municipal 
taxes are by no means abnormally high for such an expensive city. 

In all the South American States the children of European parents 
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born in these countries are Argentines, Chilians, or Brazilians, as the cas 
may be, and are therefore subject to conscription unless they leave th 
country before they reach the military age. In this event they lose thei 
South American nationality, and when they return in later years ar 
debarred from public office. This hardship is, however, borne cheerfulh 
by the vast majority of young Englishmen, who prefer to do their military 
training in the public schools and on the parade grounds of their native land 

It is important to note that customs declarations for these countrie: 
should give very full and precise particulars of the goods they cover anc 
the true values thereof. In the Republic of Paraguay the officials receive 
all the fines inflicted, and they are consequently very exacting, and the 
fines are heavy for the slightest breach of the regulations. 

Although the metric system is in force throughout South Americz 
there are several old Spanish measures which are still very much usec 
in the smaller towns of the interior. These are, the arroba, which is 
equivalent to 25:3 pounds, the quintal, equalling 1014 lbs., the hora 
(Brazil) = 1:012 lbs., the vara = 33°9 inches, the cuadra (length) = 
97 yards, and the cuadra (square) = 2 acres. 


Status and Prospects of British Professional and 

Business Men 

It will be useful to say something here of the social position, commer- 
cial prospects, and salaries compared with living expenses of those 
educated and trained professional and commercial men who migrate 
with a certain amount of capital to the States of South America. Since 
writing this series of articles for BUSINESS ORGANISATION the inquiries 
from readers which may be classified under this heading have been both 
numerous and diverse. It has not always been possible to reply at 
length, or favourably, to all of them, and the amount of interest displayed 
warrants some general information being given here. It must first be 
stated that no one should proceed from England to South America without 
either sufficient money for a stay of at least six months and a return 
ticket, or a contract for employment with an English firm of repute. 
A knowledge of Spanish is essential for commercial success in all these 
States, except Brazil, where Portuguese is the official language. It is a 
distinct advantage for the professional man to know the Spanish equiva- 
lents for the English technical terms employed in the practise of his 
profession. Business men should make themselves acquainted with 
South American commercial law and custom. The social position of the 
clerk in England bears no comparison with the status of the same indi- 
vidual in the same capacity in the cities of South America. This social 
elevation, however, carries with it certain responsibilities and expenses, 
therefore he must be a gentleman in more ways than one, and, although 
his salary may leap up by several hundreds a year, his expenses will be 
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far greater, and will leave him very little better off, with the exception, 
of course, that his prospects of advancement will be immeasurably 
greater and his life far less cramped. Unless he is thoroughly efficient, 
healthy, determined, speaks and writes Spanish fairly well, and has a 
definite appointment to go to or sufficient capital to maintain him in 
good style for a considerable time, he would do well to wait, rather than 
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OPENING COCOA BEANS 
On the Mucambo Estate, Bahia, Brazil 


risk an expensive voyage out and a still more expensive stay in the 
hotels of the capitals. 

As house accommodation is now very difficult to obtain in Buenos 
Aires, Rio de Janeiro, and Montevideo (although easier on the Pacific 
Slope)—and when obtained it is no uncommon event for foreigners who 
have hitherto had no domicile in the country to be asked for at least 
one year’s rent in advance—many Europeans live in the hotels of the 
capital cities. Owing to variations in the rates of exchange the charges 
in the hotels will be given here in the currency of the country in which 
they are situated, and allowance must be made for increases rather than 
decreases in these figures. In Buenos Aires there is, of course, a variety 
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of hotels of all classes, and the charges range from 25 Argentine ddllars 
a day at the “ Plaza,” to 15 dollars at one of the smaller hotels, such as 
“ The Phoenix,” in the Calle San Martin. The accommodation at these 
prices is on the American plan. In Valparaiso, Chile, about half these 
rates are charged, and in Rio de Janeiro slightly less than in Buenos Aires. 
The house duty in the Brazilian capital varies from 8 to 15 per cent on 
the rental. Travelling from one town to another by railway is very expen- 
sive owing to the great distances which so frequently have to be covered, 
and to the fact that most Europeans travel first class in these countries. 

When considering the relative value of salaries in South America 
compared with those in Great Britain there are, however, other items 
besides hotel bills and railway tickets to be remembered. Clothes cost 
about three times what they do in Europe. Luxuries of all kinds are 
far more expensive, but certain kinds of food and tobacco are often cheaper. 
A day’s pleasure in Argentina will probably entail the expenditure of 
five times the amount required for a similar period of enjoyment at 
Brighton or Blackpool. Those with wives or children should try the 
Pacific Slope in preference to the city of Buenos Aires, for although the 
latter place is a town of “ good airs ” it is also the abode of the wealthy. 
Ladies’ necessities and adornments are excessively expensive, and 
married life is rendered difficult with a total income of much less than 
£1,000 a year—a very modest salary in this city of millionaires. When 
business is good in these countries the chances of rapid promotion are 
far greater than in the overcrowded British Isles. There is still the old 
prestige which made “On the word of an Englishman” a Spanish- 
American oath of honest dealing. 


British Residents and British Trade Expansion 


It would be no ill-advised policy if the present need of the Empire 
for trade development abroad was brought prominently to the notice of 
British residents in foreign lands, so that by watchfulness, initiative, and 
patriotism, they might lend their invaluable aid to their Motherland, who 
has so recently and victoriously passed through the ordeal of fire that the 
name of “Englishman” should be respected throughout the world. 
Who are more able, at almost every turn, to promote British trade in a 
foreign country than the British residents therein. Their patriotism 
is beyond doubt, but do many of them remember the subtleties of com- 
mercial diplomacy, and realise that to show preference openly for the 
manufactures, art, dress, literature, music, and cuisine of countries other 
than the one to which they owe their birth, or, to a more limited extent, 
the one in which they live, is to spread a propaganda which may savour 
of cosmopolitanism but is distinctly injurious to British overseas 
commerce and influence—that power to which they naturally, and rightly, 
turn when in difficulties in a strange land. 
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The recommendations of the Departmental Committees on Workmen’s Compensation, 
summarised below, will greatly aggravate the employer's burden. 





The Revision of Workmen's 


Compensation 


By A COMPENSATION CLERK 


Poo will shortly have before it the revision of the provisions 
of the Workmen’s Compensation Act, 1906, and the War Additions 
Acts, 1917 and 1920, as affected by the Report of the Departmental 
Committee appointed to inquire into the system of compensation for 
injuries to workmen. Employers of labour would do well to study this 
Report (Cmd. 816, H.M. Stationery Office, 1s.). 

The chief alterations recommended by the committee are as follows— 


Fatal Accidents 

Maximum payments to dependents increased from £300 to £800; 
£500 of which would in every case of a fatality be contributed to a 
central fund (controlled by the Government) for the purpose of providing 
weekly payments—on the same basis as War Pensions—for the children 
who were dependent upon a fatally injured workman. 


Total Incapacity 

The 1906 Act allowed compensation at the rate of half of the average 
weekly pre-accident earnings, with a maximum payment of 20s. per 
week during total incapacity. The War Additions Acts of 1917 and 
1920, as at present operating, have increased this payment to seven- 
eighths of the average weekly pre-accident earnings with a maximum 
weekly payment of 35s. The Committee recommend: A weekly sum of 
two-thirds of the average weekly pre-accident earnings with a maximum 
weekly payment of 60s. 


Waiting Period 

At present no compensation is payable for the first week of incapacity 
unless incapacity has lasted at least a fortnight. The Committee recom- 
mend that compensation be paid for the period after the end of the first 
three days of incapacity. This is a very wise recommendation as, under 
the existing arrangement, however trivial the injury may be, the workman 
will always endeavour to remain off his work for the full fortnight in 
order to receive the full two weeks’ pay; if he resumes work a day 
under the fortnight he is aware that instead of two weeks’ compensation 
he would only receive five days’, as nothing is payable for the first week 
unless the workman has been incapacitated at least two weeks. 

Medical and surgical aid other than that provided by the National 

391 


| 





Business - Organisation - and - Management -` 


Insurance Scheme should, in the opinion of the Committee, be provided 
at the expense of the employer. 


Insurance 

Insurance against Workmen’s Compensation risks is to be made 
compulsory if the recommendations of the Report are accepted. The 
only exceptions are employers with an average annual wage bill of 
more than £20,000; these would be allowed to contract out of the 
compulsory insurance scheme. The comments of the Committee as to 
insurance of workmen’s compensation risks are interesting and are as 
follows: “ Premiums to Insurance Companies: Whatever may be the 
circumstances in which the business was transacted the fact remains 
that, during the past five or six years, the employers have had to pay 
£100 in premiums for every £48 paid out in benefits to injured workmen. 
In our view this is wasteful and unsatisfactory. We propose that in 
future: (1) At least 70 per cent of the premium income shall be available 
for payments of benefits to injured workmen or their dependents. 
(2) The remaining 30 per cent of the premium income shall be available 
for the management, expense, or profits of the companies and the pay- 
ment of commission to agents ; the latter not to exceed 5 per cent of the 
premium income in any case.” 


An Encouragement to Malingering 

Employers generally have every reason to be dissatisfied with and 
to object to the present very high weekly rates of compensation which 
are at present payable to totally incapacitated persons, namely, seven- 
eighths of their average pre-accident weekly earnings with a maximum 
of 35s. This means that a workman in receipt of an average weekly 
wage of {2 per week (and with the falling labour market and present 
depression the number is large) receives 35s. per week compensation if 
he should be injured. It does not need a very keen student of human 
nature to understand the great temptation to a workman to malinger 
when he is receiving only 5s. per week less whilst idle than he would 
receive if working. Such a position is a very serious obstacle to the 
resumption of work, with consequent diminished production at a time 
when increased efforts are required on the part .of all concerned in order 
that industrial recovery may be brought about. 

There is much in the Report which will probably meet with the 
approval of Parliament and of industry generally. The main objections 
will appear to be of a financial character. The increased scale of benefits, 
whilst it aggravates the burden borne by the employer, is not conceived 
with the object of encouraging an aptitude for honest toil, and this point 
is one which represents a consideration that is amongst the most important 
that can engage the attention of the country at the present time. 
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“ It is useless to mince the fact that we have immediately ahead of us several lean years 
which will remind us only too plainly of the miseries of the ‘ hungry forties.’ ” 


How to Capture the Foreign Market 


By WALTER O. STEIN, B.A. (Lond.), F.R.Econ.8. 
Continental Representative of Alf. Spring & Compy., Ld. 





Practical acquaintanceship with the difficulties of foreign trade at the present 

time does not inspire our contributor with facile optimism. On the contrary, he is 

- convinced that there are lean years ahead. But he is alive to the great possibilities 

of export trade by barter, and outlines an interesting proposal for the establishment 
of an international trade clearing house run by business men. 


8. The Possibilities of Export Trade by Barter 


HE New Year has started on its round amid a flood of optimistic 

schemes, hopes, and resolutions, and if talk alone could do the trick 
and revive our stagnant trade, we ought all to be well on the high-road 
to prosperity. But this is as yet far from being the case, as our trade 
returns only too plainly show. A cheery spirit of optimism, however, 
has the advantage of creating a good atmosphere for trade. It does 
away with that dull apathy. It brightens men’s faces and induces them 
to take a greater interest in their work, while it stimulates their curiosity 
to inquire and their ardour to persevere. And without a doubt, these 
are the preliminary advantages of the various Government schemes 
for a trade revival, which, at the time of writing, have progressed no 
further than the discussion stage. 

Though we have advanced a good deal further from the “ good old 
days,” when we could afford to say that never again would we trade 
with Germany, there is still a certain amount of the war atmosphere 
left which is fatal to a trade revival. This applies not only to Germany, 
but also to Russia. In the latter case, however, the cause is to be found 
more in the apathy and general timidity on the part of the trading 
community than in any positive spirit of ill-will. Until the countries 
of Central and Eastern Europe, more especially Germany and Russia, 
have been put on their commercial legs again, there can be no question 
of there being any permanent change for the better in British trade 
conditions. This point will be grasped more readily when we realise 
that before the war over 40 million pounds’ worth of our exports was 
taken by Germany alone. Now Germany imports practically nothing 
from Britain except a few absolutely essential raw materials, and the 
goods represented by this former ‘“‘ 40 millions ” are now left to rot in 
our warehouses. 


Lean Years Ahead 
But just as one can only walk up a hill after having run down it, 
so our trade revival can only be a very slow and gradual process. It 
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cannot be accomplished in a few weeks or even a few months. It will 
take years to accomplish, years of hard, patient struggling, and it is 
useless to mince the fact that we have immediately ahead of us several 
lean years, which will remind us only too plainly of all the miseries of 
the “hungry forties” of the last century. Who, for instance, can 
foretell -how long it will be before Russia again has a currency which is 
only somewhere near the gold standard, and how long it will be before 
she can again trade with us along the normal channels? Yet our 
statesmen and those of the other Allied countries hope to achieve this result 
in a few months’ time, and talk lightly of the task as though it were 
child’s-play. Again, supposing that all the notes of the Bolshevik 
Government were called in and redeemed by new ones at, say, 10,000 
to 1, what is to prevent these new notes from again depreciating and 
thus causing further untold misery and ruin? For it must be remem- 
bered that each artificial change in the currency of a country causes a 
certain amount of industrial unrest, and when paper money is being 
replaced by new paper money there ensues little else than a universal 
upheaval. 


The Lesson of History 


History, too, is quite clear on this point. The revolting American 
colonies in the eighteenth century issued bills of credit which, in the 
space of a few years, reached the total of 210 millions of dollars, and in 
1780 were so depreciated that they were redeemed by new bills at 40 
to 1. These new bills went the way of the old, and after circulating for 
a time at rates up to 1,000 for one silver dollar, finally went out of 
circulation. A similar instance can be cited from the time of the French 
Revolution when the assignats reached the sum of over 454 billion 
livres. They were redeemed at the rate of 30 to 1 by new bills, which, in 
turn, depreciated until in twelve months they had disappeared from 
circulation. 





The Government’s New Trade Scheme 


From the point of view of trade enterprise, the Government have 
started the New Year well by the (at the moment) projected scheme 
for the establishment of an International Trading Corporation with a 
capital of £20,000,000. One feature which leads me to expect some 
tangible result from it is the fact that it is intended to use the capital, 
or at any rate a portion of it, in promoting private enterprise and in 
helping to put private traders in such countries as Russia on their feet 
again. Provided that the management of this Corporation is in the hands 
of business men, and is free from the machinations and wire-pulling of 
international politicians, we may reasonably suppose that a certain 
amount of trade with Russia will be possible. But it would be idle to 
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expect too much in this direction for some time to come. The idea of 
founding an International Trading Corporation seems to have over- 
shadowed the previous Government Export Credits Scheme, on which, 
as I forecasted in the December Number of BUSINESS ORGANISATION 
AND MANAGEMENT, no great hopes of a trade revival could be based. 


A Trade Clearing House Wanted 


One way in which this new Corporation might materially help 
commerce is by the establishment of an International Trade Clearing 
House run by business men with departments for the various trades 
interested therein. To this Clearing House could be sent the various 
products of those countries whose depreciated currency does not allow 
them to trade freely along the normal channels. The goods thus sent 
would be valued and invoiced in the currency of the land to which they 
were destined, and the proceeds of sale would be devoted to buying 
produce or goods from the country of destination for the country from 
which the original consignment of goods came from. The merchants 
in each country would receive for their goods cash in their own currency, 
and so the question of rates of exchange would be eliminated. Thus, 
supposing a Russian merchant sells timber to England. The proper 
department of the Clearing House would take over the timber and pay 
the merchant the proper market price therefor in Russian roubles. This 
timber would be sold to an English importer, who would be obliged to 
pay in sterling for it. The Clearing House could then help a Russian 
importer to buy English manufactured goods by allowing this importer 
to pay in roubles, and by paying the English manufacturer from the 
sterling proceeds of the sale of the timber. 


A Scientific Development of Bartering 


What this scheme thus amounts to is little less than primitive bartering 
but with some of the great drawbacks of bartering omitted. In ordinary 
bartering, without the assistance of a Clearing House, both parties 
might be landed with goods which they could not dispose of themselves 
and which could be of little personal use to them either. But in this 
case it would be the duty of the Clearing House either to carry a certain 
amount of stock in various commodities or else to inform the exporter 
that it would take delivery of his goods as soon as it had found an exporter 
in another country of goods of an equivalent or greater value. To 
assist in the calculation of the, respective values of these goods some 
international non-fluctuating gold currency could be founded on which 
the values of all goods passing through the Clearing House could be 
based. With regard to the fact, too, that an exporter from a country 
with a depreciated currency received his remuneration in this depre- 
ciated currency, it must be remembered that there is a vast difference 
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between the internal and external value of such currency. The internal 
purchasing power of the German mark, for example, is much higher 
than it is outside Germany, for wages and other costs have not risen in 
proportion to the depreciation of the paper currency. Therefore the 
paper marks which a German importer receives for his goods have a 
decidedly real as well as a nominal value for him. 

No scheme can be perfect, and any scheme such as I have outlined 
above must necessarily have great deficiencies which will be only too 
plain in the working of it, but it seems to me to be inconceivable that 
some such scheme of bartering should be outside the possibilities of 
British business brains to work and develop. Naturally there are great 
difficulties in the way, which will have to be overcome, and the loyal 
and honest co-operation of exporters and importers in the various 
countries is an essential consideration. But the facts in favour of such 
. a scheme are plain enough. In consequence of the collapse of the 
Continental exchanges it is impossible to do business with many of the 
different countries on the Continent. But all these countries have 
goods to sell, and are desperately in need of other goods in exchange. 
They cannot afford to pay cash for the goods they require except in 
their own currency, but they can give us other goods in exchange. My 
idea is that English business houses who wish to do business with these 
countries should send out representatives to the various countries, 
should see what they have to offer, and by means of this Trade Clearing 
House arrange for an interchange of commodities. 


British Commercial Representation Abroad 


Here would be a splendid chance for the Department of Overseas 
Trade or the Commercial Branch of the Foreign Office to increase the sphere 
of its activities. During the past few years many accusations have been 
levelled at the Foreign Office of incompetence in the arrangement of 
our commercial representation abroad. The Times, in a recent article, 
discussed the fact whether the organisation of the consular service, as 
it existed at present, allowed the consuls the proper time and scope to 
develop British trade abroad. The Times correspondent held the view 
that at present the consuls were too overloaded with routine work to 
give them much chance of looking for new outlets for British trade. 

There is no doubt that it is on the commercial counsellots, commercial 
attachés, and commercial secretaries that the furtherance of British 
trade interests in foreign countries mainly depends, and it would certainly 
add to the lustre of this branch of the service if it could be recruited 
from business men whose chief qualification was a thorough knowledge 
of the trade of the country to which they were to be sent rather than a 
theoretical smattering of trade and a distinguished knowledge of classics. 
Not that we would in any way disparage a classical education, but in 
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this vital case trade knowledge should be the most important con- 
sideration. As an instance of a business man becoming a diplomat we 
can give that of Lord d’Abernon, the present British Ambassador in 
Berlin. The present German Ambassador in London (Herr Sthamer) 
is also a business man, and up to the time of his appointment in London 
was the head of a well-known Hamburg firm of shippers. In fact, it is 
part of Germany’s bid to recover her past trade to send out business 
men to represent her in the principal capitals of the world. Before the 
war she had princes and junkers to represent her, and their short-sighted 
diplomacy and want of ability was the cause of Germany’s decision 
for war and her ultimate downfall. It is not to be expected that the 
diplomatic service would be very happy at the thought that the plums 
of its profession were to go to men outside the service, but after all, 
Cabinet ministers, as heads of Government Departments, are not per- 
manent civil servants, and why should this principle not apply in the 
case of the diplomatic service ? 


Defects of English Commercial Education 


In this respect the situation might perhaps be eased by the establish- 
ment of commercial schools as they exist on the Continent. Although 
we possess some very fine commercial and technical schools, and in several 
of our universities have also got separate faculties of and degrees in 
commerce, yet, except in one or two of our more important towns, we 
have not as yet fully developed the teaching of the practical side of com- 
merce, such as sales organisation, etc. America, which is ahead of us 
in this respect, has even established degrees in salesmanship pure and 
simple, and has thus eclipsed in progressive ideas both Britain and the 
Continent of Europe. 

Far too much ridicule has of late been poured upon the efforts of 
business men to obtain a more practical training in business methods 
for those of our Government officials whose duties bring them into close 
contact with the trading community. It seems to be taken too much 
for granted that a public school and ’Varsity education is in itself sufficient. 
But this is entirely wrong. A public school and ’Varsity training pro- 
vides an excellent grounding for the future business man; it broadens 
his views on life and enables him to absorb other knowledge the more 
readily, But it is only a grounding, for practical experience, and practical 
experience alone, can turn out the finished business man. 
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English Selling Methods Abroad 


With Some Hints on Advertising in France 
By GEORGE M. DE QUESNEL, LL.B., Ph.D., Dr. of Commercial Science. 


NLIMITED opportunities present themselves to the business man, 
and particularly to the manufacturer who keeps his eyes open. 
It, however, frequently happens that business men, exceptionally watchful 
and enterprising in some directions, completely fail to seize hold of those 
opportunities which lie right at their feet. Thus, the average English 
manufacturer turns his thoughts to far off countries, and it does not 
seem to strike him that there are possibilities in countries close to 
England. We refer to the Continent of Europe, and in particular 
France, Holland, Belgium, etc. Ifa manufacturer does think of these 
countries, he frequently dismisses them from his mind, because in all 
probability he fears that his lack of knowledge of Continental conditions 
and advertising will prevent him from gaining any advantage by selling 
there. Furthermore, because he does not know or even understand 
foreign languages, he considers himself hopelessly handicapped, and in 
nine cases out of ten—to be perfectly frank—he is too lazy—or, shall we 
say, too busy—to trouble his head with learning them. 


'W are the Industrious Teuton! 

It is a great pity that such conditions should exist, because there 
are such excellent openings for British goods on the Continent. It 
would astonish many English business men if they knew what the 
Germans are doing in Spain, for example, with a view of securing Spanish 
trade. In a smaller degree, Germany is unceasingly working in Italy, 
and as regards Holland, it is only necessary to purchase a few Dutch 
newspapers and note the advertisements of German origin to see what 
is being done in that country. Let any Englishman buy Continental 
papers, and he will be shocked to notice the lack of English advertise- 
ments, Of course, present conditions are not favourable to trade and 
advertising, but notwithstanding this fact, and the present rates of 
exchange, this does not deter the German from going forward, and it 
is deplorable to note the lack of enterprise on the part of English 
manufacturers as regards advertising and selling abroad. 


Popularity of English Goods Abroad 
English goods are certainly popular on the Continent. Such has 
been the case for years, and this will continue for years, provided English 
manufacturers turn out high quality merchandise at prices which are 
not exorbitant. In Germany, where English people were not popular 
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even'prior to the war, English goods were always respected, and every 
smart German wished to imitate Englishmen in clothing, etc., as far 
as possible. This also applies to many other countries. In nearly all 
Continental countries smart people wish to dress 2 langlaise. Now, 
English goods are still in demand on the Continent, particularly in 
France at the present time. 

Obviously, for certain articles there is no demand. Presumably, 
English pianos would not sell well on the Continent, particularly in 
Germany or Austria. An English violin maker would have little chance 
of success if he tried to sell his products in Italy. This would be a case 
of trying to sell coals to Newcastle-upon-Tyne. 


The Other Fellow’s Point of View 


But if the average English manufacturer encounters obstacles in the 
way of selling his merchandise on the Continent, it is often owing to the 
fact that he is insular and self-opiniated. He will not try to consider 
the point of view of the “ other fellow.” The Englishman corresponds 
in English, quotes in £ s. d., and is apparently quite indifferent as to 
whether he secures an order from abroad or not. His policy is quite 
different to that of the German, who, in commercial matters, i.e. sales, 
pays particular attention to the study of psychology; the mentality 
and the prejudices of other races. The Englishman, when dealing with 
a foreigner, applies the “ take it or leave it ” policy ; not so the German, 
who is persevering and anxious to please in the extreme. The writer 
knows a tobacconist who, after dealing a short time with English firms, 
now gets his goods from Germany, because German firms wrote in French 
and quoted in francs, whereas he did not know English and could not 
understand the £s. d. quotations. We also know a German commercial 
traveller who, before the war, was “ working ” France—-1870 being still 
ripe in the-minds of French people, no German traveller was ever received — 
with open arms anywhere in France. Nevertheless, this particular 
traveller, who sold cheap German perfumery, stuck to his job of travelling 
in France for 22 years. He certainly deserved the Iron Cross. He 
tried for 19 years to secure an order from a hairdresser’s shop in a 
provincial town, calling twice a year. He received 38 refusals, added 
to a snubbing and direct and indirect insults every time he called. 
The traveller smiled, argued—and called again later on. Finally, the 
shopkeeper, admiring the wonderful perseverance of the German, gave 
him a relatively high order. 

“It would certainly be interesting to know how many English com- 
mercial travellers would show the same perseverance. Furthermore, it 
would also be instructive to know how many British employers would 
allow their travelling salesman to call on an obdurate shopkeeper 38 times. 

It is an undoubted fact that in many ways English people are not 
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persevering, and that in many cases also they lack interest and the - 
` desire to give “ service.” We have in mind the proprietor of a general 
store at St. John, Newfoundland. The proprietor told the writer that 
of $2,000 worth of cutlery in his store, only $500 worth came from 
England, whereas the remaining $1,500 worth came from Solingen. 
He complained of English business methods, and stated that he invariably 
preferred dealing with German manufacturing concerns, inasmuch as 
he received courtesy, consideration, and prompt service at, their 
hands. For these and other reasons, it may be safely stated that, as 
a whole, British goods are not popular in the U.S., Canada, and New- 
foundland. German goods, prior to the war, were popular. “ Made 
in Germany ” means nothing of a deprecatory character in the U.S. or 
Canada. On the other hand, “‘ All British ” does not cause the American 
or Canadian to feel any special desire to buy. 

Now all this has nothing to do with advertising in France, except in 
so far that it shows that in commercial matters English manufacturers 
and salesmen should not be arrogant or conceited. Like the German, 
in the matter of sales the Englishman must study the “ other fellow’s ” 
likes and dislikes. ` 


Watch Your Advertising Methods 

It is useless to try to impose one’s own point of view and methods 
on persons of other and foreign nationality. It is useless for an English 
advertiser to advertise in France in the same manner as he would in 
England. 

American advertisers have fully realised that it is not possible to 
sell things in different localities by always applying the same methods. 
A salesman who can sell soap quickly in New England often fails in his 
work when he attempts to sell the same soap in California. A different 
salesman has to be chosen for the job. Similarly, advertisements, 
illustrations, and “ copy ”? suitable for New York are valueless in San 
' Francisco. Other illustrations and copy have to be employed; yet 
New York and San Francisco are in the same country. But the English- 
man will insist in dealing with a foreign prospect in the same way as he 
would with an English one. The American studies and applies psychology, 
the Englishman rarely doesso. Whyisthis? Yet the English business 
man knows that Autre pays, autre moeurs still holds good. 

Let it not be presumed from the above that all English business men 
lack the requisite qualities to “ make good” commercially on the 
Continent. There are too many wide-awake business men in England 
for such an accusation to be justified ; it is, however, certain that many 
suffer from apathy or indifference. Lack of initiative is also to be 
found to a marked degree in France. There lies the danger and at 
the same time the opportunity for British enterprise. - 
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If the Englishman will not seize the opportunities that France offers, 
some foreigner will, and the average French purchaser will not trouble 
his head about the origin of the goods to be sold. Anxious as the 
Frenchman may be to purchase suitable British merchandise, he will 
not go much out of his way to secure such if he can be served better 
elsewhere. 


French Advertising 20 Years Behind the Times 

There is no great difficulty in advertising in France, yet it can be 
somewhat complicated at times. 

The great difficulty for the foreign advertiser is to understand the 
Frenchman’s point of view, and we will here explain a few of the pitfalls 
which the English advertiser in France should avoid. 

In the first place, let it be clearly understood that in some respects 
advertising as an art and science in France is some twenty years behind 
the American or English advertising. The average Frenchman looks 
upon it at the present time very much in the same light as the average 
Englishman did twenty years ago. In other words, the Frenchman looks 
upon advertising as more or less of a fraud and a nuisance. Since the 
war, however, a change is slowly but surely taking place. Advertising 
is gradually coming into its own, and it is casting off its clothing of a 
béte notre. 

In all this, the Frenchman is not to be blamed. Most advertisements 
which appeared formerly (and, unfortunately, occasionally appear now) 
were inserted in the newspapers and magazines solely with the idea of 
deceiving and swindling the public out of its money. The person who 
was duped had no redress. The law and his friends did not sympathise. 
“ Why were you so foolish as to answer the advertisement ? ’’ was about 
the only consolation the unfortunate purchaser received. “Once bitten, 
twice shy ’’—and the reputation of advertising as a means of promoting 
sales suffered severely in-consequence. 


Influence of the War on French Advertising 

But, as already stated, a change is taking place in France; during 
and since the war, with the presence of thousands of English, Colonial, 
and American troops, French people have had their eyes opened in 
several ways. « 

The English-speaking troops in France regularly received magazines 
and newspapers, and these, containing innumerable advertisements, 
were seen by French people. Furthermore, many Parisian and provincial 
booksellers stocked English and American magazines, and these were 
read by French people. Advertising on American and English lines is 
therefore by now not new to thousands of French business men. French 
people always have respect for the solidity of British goods, with the 
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result that they have realised that if English people are advertising and 
English people are purchasing advertised goods, advertising as a business. 
producing factor must be efficient and reliable. 

Consequently, French manufacturers are now advertising, and the 
French public, through increased confidence, is now buying. 


Publicity and Advertising Compared 

But it must be remembered that prejudices are very difficult to. 
shake off. They cling like leeches, and for that reason so many advertise- 
ments seen in the French magazines and newspapers are in the nature: 
of “ publicity ” rather than “advertising.” In other words, the name 
and address of the manufacturer are made known, as well as the many 
commodities manufactured, but the advertisement itself contains little 
or no “ copy ” containing “ salesmanship on paper.” This is due to the 
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fact that unscrupulous advertisers of trashy goods, quack medicines, etc , 
have so frequently made use of lengthy “ copy ” to praise the “ merits *” 
of their products, that now the respectable and reputable manufacturer 
hesitates to avail himself of the benefits to be derived through carefully 
prepared and judicious advertisement copy, for fear of his goods being 
associated in the mind of the public at large with others advertised by 
the fore-mentioned frauds. 

Therefore, to avoid any misunderstanding the reputable French 
advertiser has religiously refrained from praising his goods, preferring 
to leave the reader of his advertisement and prospect to discriminate 
himself. This is the exact reverse policy to that employed by the 
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eae and English advertisers. French advertisers—say, of office 
furniture, business stationery, etc.—will insert an advertisement in a 
magazine somewhat upon the above lines. 

Here is the type of conservative,’ perfectly dignified, respectable 
French advertisement, which commands the respect of the French 
purchasing public; but it is very poor advertising. 

Whatever the quality of this advertisement, nobody can possibly 
take offence at it. George Lepetit informs the public that he sells 
such and such goods. It is for the public to investigate. 


Logic of the French Buyer 


The Frenchman is logical; although sometimes a great flatterer, he 
does not, in business, appreciate flattery in others, neither as regards 
the manufacturer, vendor, or his goods. In advertising, the American 
and Englishman praises his goods, directly or indirectly, to the skies. 
The Frenchman being, as we have said, logical, does not believe any 
laudatory statements made by the advertiser. 

An English motor car manufacturer will often make use of a slogan 
in his advertisement, such as: “ Best in the long run.” Such a state- 
ment does not appeal to a Frenchman at all, and might only make him 
turn away in disgust with the ejaculation, “ du bluf!” Yes, and correctly 
so, for no motor manufacturer is justified in saying “ Best in the long run.” 
Which is the best motor car on the market? Nobody can honestly 
answer that question. 

There is probably no “ best” motor car. Therefore mere weak 
publicity, as often used in France by respectable French advertisers, is 
sometimes more honest than some of the far-stretched and ridiculous 
advertisements of certain American and English advertisers. 

It therefore behoves the writer of a French advertisement to take 
the greatest precaution when preparing copy, and to tell the absolute 
truth, without the slightest exaggeration. 





How to Get the French Atmosphere 


There is really only one efficient way for the English-speaking adver- 
tiser who does not know French fluently to get his copy into that 
language. The English advertiser should write his copy in English, 
and get a Frenchman to translate it freely into French. Thus it is 
possible to get copy which is not too firm or too “ sloppy.” The French- 
man will easily eliminate—taking into consideration the mentality of 
his race—any exaggerated claims, which can but injure the advertiser's 
interest in France. 

Now this applies equally to illustrations. An English drawing does 
not “take” in France; that is to say, an English drawing depicting 
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English life. On the other hand, French advertisement artists are quite 
incapable of producing an illustration containing salesmanship. 

Therefore, the English advertiser must employ an English artist 
who can cater for’ French tastes, or instruct a French artist how to 
produce the idea of an English advertiser. It is not difficult to explain 
what is meant. John Hassall is an eminent poster artist, capable of 
drawing pictures which contain true salesmanship. His picture of a 
jolly, fat, old “ Salt ” running along the beach, to advertise Skegness, is 
a fine advertisement for that sea-coast town. 

Now this poster would have had little success in France, for the very 
simple reason that John Hassall’s sailor is an English sailor, and not a 
‘French one. For France, he would have had to draw a French sailor. 

The greatest difficulty that the English advertiser has to contend 
with is the question of media. He can get little reliable information. 


The Advertising Agency in France 


Advertising agencies in the American and English sense are almost 
unknown in France, and on the Continent in general. Most of the papers 
are owned by a set of “space merchants,” who charge exorbitant com- 
missions, and their advice is never, or hardly ever, unprejudiced. These 
agencies do not study the interests and particular problems of the 
advertiser at all. Their only consideration being their own interests, 
they even refuse to tell their client the circulation of the various 
papers. 

The few. English agencies who make a feature of undertaking Con- 
tinental advertising are unable to give really efficient advice, because in 
nearly every case they secure their information from the Continental 
agents. 

In some cases, it is even more than probable that they work hand 
in hand with them. 

Nevertheless, taking everything into consideration, there is no doubt 
that advertising on the Continent, and in particular France, not- 
withstanding the present rate of exchange, can be very productive. 
English advertisers would do well to study possibilities in France and 
Belgium. 
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One of the fundamental problems of accountancy—the treatment of capital and interest 
in apcounts—is fully discussed below, from the standpoint of the costing expert. 
peg ge ee ee ee ee 


~ 


Present Day Costing Problems 


By E. W. NEWMAN, A.O.A. 
Of the firm of Newman, Biggs & Co., Chartered Accountants, Birmingham ; 
Author of “The Theory and Practice of Costing ” 


“ The interest chargeable to manufacturing and trading enterprise is not the 
interest paid at differing rates to capital of varying denomination, but interest at a, 


rate which capital invested in high-grade securities of a non-trading character can 
command,’’ 





5. Interest on Capital considered as Part of the 
Cost of Production : | 


Its Importance in Connection with Departmental Oncost Charges 


S° far we have emphasised in these articles the advantages of observing 
the natural divisions of manufacturing, and selling and distribution 
expenditure. It has been pointed out that these divisions correspond 
with the separate services incidental to production and distribution. 
These services are few in number, and most of them are common to all 
manufacturing businesses. Accounting arrangements which observe the 
natural divisions, therefore, have the effect of throwing into relief the 
separate costs of these separate services, and as the whole of the 
expenditure under each division is correlated, its control is greatly 
facilitated. If departmental divisions of expenditure are effected, in 
addition to the “ service’’ divisions which have been mentioned, this 
control is made yet more complete. 

The observance of these natural divisions is not commonly practised. 
They are, nevertheless, fundamentally related to efficient costing, and 
no other division of expenditure exhibits so clearly and so precisely the 
true anatomy of manufacturing cost. By the aid of these methods we 
are able to perceive clearly what expenditure should be regarded as part 
of the manufacturing and selling and distribution cost, and what should 


' be regarded as a charge against, or an appropriation of, profit. 


Cost and Profit 


With regard to this point, attempts have been made from time to 
time to formulate definitions embodying principles which all may follow. 
In the third article of this series it was suggested that these principles 


‚might be stated thus— 


1. Cost should include the remuneration of all services which are 


. Incidental to production and distribution. 
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2. Profit should provide for the remuneration of the capital at stake, 
commensurate with the risks incidental to industrial enterprise. 

It will be realised that there is expenditure incurred by many manu- 
facturing businesses which does not fall within the scope of these 
propositions. We refer to such items as— 

1. Income tax. 

2. Interest on loans and bank overdrafts. 
3. Debenture interest. 

4. Dividends on preference shares. 

5. Interest on proprietor’s capital. 


Some or all of these items are sometimes found included in statements 
of overhead expense. But, taken separately, they are not payments 
for services falling within the first proposition, and on the other hand 
they may either exceed, or yet only form part of, the profit defined in 
the second proposition. Income tax, for example, can only’ be regarded 
as an appropriation of profit by the State, while the other items represent 
payments of remuneration to part only of the total capital at stake in 
the business. They bear no definite and constant relation to the costs 
of production and distribution, They do not come within the scope of 
purely manufacturing and distributing operations, but are entirely 
matters of finance. The sources from which these supplies of capital 
are derived and the rate of interest attaching to each may vary in different 
cases, but that fact has no bearing upon the costs of production and 
distribution falling within the two definitions before mentioned. 


Relation of Interest on Capital to Production 

Although the services of production and distribution are not concerned 
either with the sources from which capital is derived or with the rates 
of interest paid to capital according to its differing rights and privileges, 
yet there is an important sense in which these services are concerned 
both with capital and with interest. Before production and distribution 
can take place the services of capital have to be requisitioned, and, as 
with other services comprised in manufacturing and distributing, the 
service rendered by capital is entitled to remuneration. There is always 
a demand for the services of capital for purposes which do not involve 
the risks incidental to trading. Capital invested in these directions is 
better secured than capital employed in manufacturifg and trading 
enterprise. Therefore the rate of interest paid on such investments is 
relatively low. Consequently, to measure accurately the profits arising 
from TRADING, manufacturing operations must first of all be charged 
with interest upon the capital employed at a rate which that capital 
would earn if invested in high-grade securities of a non-trading character. , 
With the exception of debentures, capital is invested in industrial 
enterprises in the hope of an interest yield in excess of that derived from 
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* gilt edged ” securities, and commensurate with the extra risks to which 
it is subject. 


Rate of Interest Chargeable to Costs 


From a costing point of view, however, the source of capital is of no 
consequence. For costing purposes, capital is not merely the capital 
of a business proprietor, or share or debenture capital, but the total 
capital employed, whatever its denomination. In this sense it comprises 
the total assets of any business less the amount of credit obtainable 
without payment of interest. The interest chargeable to manufacturing 
and trading enterprise is not the interest paid at differing rates to capital 
of varying denomination, but interest at a rate which capital invested 
in high-grade securities of a non-trading character can command. 


Importance of Charging Interest to Costs 

The provision of this interest as a charge to costs is important from 
several points of view. If such provision is not made, anomalies arise 
which are clearly seen when the costs of different businesses or of different 
departments of the same business are compared. Compare, for example, 
two cases. In one case the business premises are rented from a landlord, 
and in the other they are the property of the business itself. In these 
two cases, to secure uniformity of costs, the buildings service (which 
includes the rent charge) should be put upon the same basis. This 
uniformity may be secured by charging a rental to the service expenditure 
in the second case. This rental should be sufficient to provide interest 
on the capital invested in the business premises and also to provide a 
sum which invested annually at compound interest would replace the 
capital on the expiration of the useful life of the premises. This is 
necessary for two reasons. Omission to make this provision would mean 
that the cost of the buildings service, which is one of the essential services 
to production and distribution, would be understated and, unless, in 
fixing the selling prices of its commodities, this omission were made good, 
the earning capacity of the second business would be reduced in relation 
to the capital employed. The second reason is that the provision of 
premises is not strictly a manufacturing function, and it should not be 
expected that capital invested in factory premises (except in cases 
where the risk is hazardous) would yield a rate of interest in excess of 
the rate earned in securities of a non-trading nature. This is an important 
point which is frequently lost sight of. 

The same principle may be extended to cases of businesses which 
supply their own power service. The power service should include a 
charge for interest on the capital invested in the power plant and the 
power house, as well as depreciation. Otherwise the comparison of the 
cost of power generated by one’s own plant with the cost of power supplied 
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from an outside source is unreliable. It is essential to bear in and in 
such a case that capital has been set aside in connection with the power- 
plant equipment, which would be available for other purposes if the 
power were supplied from a source outside the business. 

There are many who would extend this principle also to the whole 
equipment of the business. Unless it is so extended some of the advan- 
tages accruing from efficient costing undoubtedly have to be sacrificed. 
Viewing this matter departmentally, it is clearly seen that it is impossible 
to compare the efficiency of the output of the separate departments of a 
manufacturing business unless the output of each department is measured 
with the capital employed. If capital is being laid out in a department, 
and the earning capacity of that department remains at the same level, 
the investment of this capital cannot be considered satisfactory. Also, 
where it is decided to install new machinery to perform operations 
previously performed by manual labour, or where improved machinery 
takes the place of old machinery, if the earning capacity remains at 
the same level, or alternatively no reduction in the cost of the same 
volume of output were obtained, the capital expenditure involved must 
be considered unprofitable. 

In judging the results of these changes, we must not consider the 
whole of the increased earnings as measuring the benefit of increasing 
or improving the equipment. It must always be borne in mind, as 
already pointed out, that capital can always command a certain rate of 
interest and at the same time a guarantee of its secufity. ‘So far as 
manufacturing is concerned, therefore, the benefit of increased investment 
of capital should be measured after providing in the costs for the 
remuneration which capital can command without risk to itself. This 
fact is clearly seen if we consider, for the sake of simplicity, the case of 
a business consisting of one department only. We will assume that the 
installation of improved machinery at a net cost of £200,000 is decided 
upon. The annual output prior to this installation was made up as 
follows— 





Material : i : i : ; eati 
Wages. ; : , i 100,000 
Overhead Expense i i ; ; 50,000 
Proft . : ‘ i : 50,000 
Total . ‘ ; . £350,000 . 





ı The annual output after the installation of this machinery was— 





£ 
Material ; ; ‘ ' i : 160,000 
Wages . ‘ : ' ; 85,000 
Overhead Expense $ ; : , 95,000 
Profit . : : i - 60,000 
Total. : i . £400,000 
haan 
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It wi be seen from these two illustrations that the increased profits 
amount to £10,000, and as the increased capital amounted to £200,000 
which, invested in “gilt edged” securities at 5 per cent, would yield ` 
£10,000, the equipment of this machinery must be regarded as yielding 
a return which is unremunerative. 

Narrowing this down to the cost of a single type of article, the effect 
of installing a special machine in connection with its manufacture is 
not accurately measured unless the interest on. the capital invested in 
the machine is taken into account. And if the reduction in the cost does 
not exceed the interest which this capital could command if invested in 
other directions without risk to itself, the change has not been advan- 
tageous. The hourly rate of this machine should include a provision 
for interest, if the benefit arising from its use is to be accurately 
measured, 

In the case of a business consisting of a single department, or of 
several departments, in which the equipment is more or less uniform, 
it makes no difference whether a provision for interest is included in the 
oncost expense of each department, or whether it is added to the cost of — 
articles as profit. But where the equipment of each department is not 
uniform it 1s essential that the interest on the capital employed should 
be included in the oncost expense of each department. Otherwise the 
relative costs of completed articles will be misleading. 


Treatment of Interest in Accounts 


An objection to the treatment of interest on capital as part of the cost 
of production, which by many is considered fundamental, is that interest 
is but a form of profit. Costs which include interest would form the basis 
of stocktaking valuation, and the rule that stock should be taken at 
cost or market value, whichever is the lower, is thereby broken. The 
anticipation of profit in accounts is generally to be deprecated, but the 
before-mentioned objection is more apparent than real. Interest charged 
to costs is correspondingly credited to an account which may be styled 
“interest charged to factory.” At the end of the financial year, the 
amount of the work in progress and finished stock being known, the 
interest included in this part of the total stock is capable of fairly precise 
estimation, and to this extent the amount of interest finally carried to 
the credit of profit and loss may be abated and the stock value 
correspondingly reduced. 


Interest on Stocks of Material 
There are some businesses which involve the storing of material fat 
long periods, so that it may. be matured and properly seasoned. In 
such cases, the addition of interest on the capital invested in these stocks 
should be added to its original cost. Otherwise the profit derived 
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eventually from their consumption and sale is exaggerated, and also the 
comparison of the costs of seasoned material with the costs of outside 
supplies is not facilitated. 


Departmentalisation of Capital Expenditure 


It will be realised that the charging of interest to different manu- 
facturing departments involves the departmentalisation of capital 
expenditure. The absence of records of the capital expenditure of each 
department sometimes introduces difficulty in the estimation of the 
interest chargeable. This is a matter which emphasises the necessity of 
adequate accounting of capital expenditure of all kinds. It is a phase 
of accounts which has been greatly neglected in the past, but which 
will doubtless receive more attention in the future. 


™ x me 


Well-known Halifax Firm’s Generous Offer 


Meee JOHN MACKINTOSH & SONS, LTD., the toffee manufacturers, 
of Halifax, have adopted a generous non-contributory scheme of profit- 
sharing and insurance for the benefit of their workers. Employees will receive a 
weekly bonus based on the rate of pay, the percentage to be equal to the dividend 
on the Ordinary shares for the previous year. After six months’ service, all male 
employees will be insured for not less than £100 against death, and after ten years’ 
service the amount gradually increases up to £200 at twenty years. These periods 
are retrospective. Maternity benefits for the wives of employees and married 
women employees are also introduced. In memory of Mr. John Mackintosh, 
founder of the firm, cottage homes will be built at a cost of £10,000, which will 
be available for needy cases in Halifax, but old employees of the firm will receive 
special consideration. The whole cost of these benefits will be borne by the firm. 


Working in a Rut 


See 


“ I have learned that being in a rut does not depend upon 
what you are doing but how you are doing it. 
“What I call working in a rut is working without the 


possibility of advancement in due course of time, assuming 
that the merit of the individual warrants it, or, what amounts 
to the same thing, working where the seniority rule obtains.” 


Mr. James S. Alexander 
President of the National Bank of Commerce, U.S.A. 





a 
Tq be fit physically and keenly alive mentally is an imperative necessity for business 
y ` men in these strenuous days. 


S$ 
Some Essentials of Business Efficiency 
Vital Factors in the Equipment of the Man with Ambitions 


By Dr. ELLIS POWELL 


In this agreeable, unconventional article, Dr. Ellis Powell, writing with the 
authority of a lifelong experience, and with characteristic humour, gives the business 
man valuable hints on the maintenance of physical health—on food, exercise, the 
cultivation of the memory, and of the art of public speech. 


beers are strenuous days for the business man. He must be at 
his best both in his individual capacity and as a member of the com- 
munity which has to sustain the commercial interests of the Empire 
against the onslaught of unprecedented competition. Moreover, he has 
to adapt himself to circumstances which are full of change and novelty, 
since the conditions which rule in the economic world of 1922 differ 
widely from those to which we had grown accustomed before the War. 
But a bright brain can do anything, and (as Mr. Eden Phillpotts assures 
us) “ brains and cash combined can only be stopped by God Almighty.” 
How, then, can the bright brain be kept in a state of unsullied polish ? 
How can the business man maintain himself physically and mentally 
in the pink of condition ? 


A Change in Sentiment 

Twenty years ago one might have hesitated to offer any advice on 
such a point. In those days the business man who was seen to be solicit- 
ous about his own physical fitness would have been set down as a molly- 
coddle. The ideal of that day was to eat and drink and enjoy yourself 
without regard to personal peculiarities or hygienic principles. Agluttonous 
City man, ordered week-end exercise, instructed the village carpenter 
to make him a set of bowls. The carpenter’s bill unconsciously indicated 
a widespread contemporary need— 

A. Z—~.Esq., to J. Jones, carpenter. 
A set of lignum vitae Bowels... £2. 

If now and then such people had a serious illness, and if in between 
the attacks they never got rid of that tired feeling—well, these were put 
down as necessary incidents of the strenuous life, inevitable as long as 
it persisted. Consequently men laboured early and late to gain a com- 
petence which would allow them to retire into ottum cum dignitate. Then, 
unfortunately, it began to be noticed that such people frequently died 
off within a year or two of-their retirement from activity. Somehow 
the loosening of the strain reacted upon the organism and the long years 
of leisure did not materialise. So there came the more welcome con- 
jecture that perhaps business activity and a keen enjoyment of life might 
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subsist together if only the physical and intellectual habits were regulated 
so as to make them into invigorating auxiliaries instead of brakes on th 
wheel. 


A Sound Creed at Last 


And now at last there is a general agreement that physical and 
intellectual “fitness” are the essentials of business success The 
mens sana in corpore sano is an emphatic need, as well as an attractive 
ideal. The science of Eugenics is discerned as worthy of individual, 
as well as corporate, application. At the moment there are thousands 
of business men who maintain the same critical circumspection about 
their own health, both of mind and body, as an express engine-driver 
about the behaviour of his locomotive. They realise that men, like 
locomotives, possess an individuality of their own. They know that by 
a careful study, based upon a few sound general principles, of their own 
special idiosyncrasies, they can increase their own capacity to an almost 
indefinite extent. What those general principles are we may now proceed 
to indicate, with the reservation at the outset that their application 
must be a matter of personal adjustment. But, after all, that is only a 
modern application of the ancient maxim, “ Know thyself,” which was 
never so incisively true as now. 


The Eternal Food Question 


One must eat though empires fall: but elaborate diet systems may 
be ruled out at the start. Of course, tf a man is under medical treatment 
he must observe the diet directions he receives. Otherwise he can, by 
a few months of observation, discover the things which suit him and those 
which are deleterious. It is still true that what is one man’s meat is 
another man’s poison. There is no greater folly than the idea that 
because a particular diet or drink keeps A in vigorous health it will 
have the same effect upon B. Pusey taught Liddon that bad butter is 
a means of grace, whereas to most people it would simply be a provocation 
of profanity. If malaise and lassitude supervene upon indulgence in 
come particular factor of the diet, be it coffee, roast pork, or lobster salad, 
the warning should be laid to heart and that particular indulgence should 
be excluded from the menu. Can the onset of a tiresome obesity, com 
bined with a disordered liver, be traced to the tankard of stout or “ bitter” 
which gives such a zest to the mid-day lunch? Well, it may Ve conceded 


that— 

The beer they brew in Burton 
Makes all men kith and kin, 

It warms the cockles of the heart 
And other parts within. 

The beer they brew in Burton 
Bestows the gift of speech ; 

No Czecho-Slovak dialect 
Is then beyond your reach— 
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But if in addition to an evanescent sense of good fellowship and a 
temporary gift of Czecho-Slovak eloquence it produces malaise and 
drowsiness, why then, it is not worth the price that has to be paid for 
it. More people are killed by unwise eating than by broken hearts. 
Consequently the unwisdom should be ruled out. Coffee, which appears 
to soothe some people into slumber, has always had precisely the reverse 
effect upon me. Therefore I seldom or never take it in the late evening, 
knowing that its price will be a wakeful night. Exploit this simple 
principle through a few months of observation. The active man can 
construct his own code. This, being the harvest of the individual study 
of the constitution in which he is most vitally interested, will be of priceless 
value to him. Assuredly it will be infinitely better for the welfare of the 
physical vehicle than any amount of drug-taking in the shape of nerve 
sedatives, tonics, liver pills, and what not. They are only palliatives ; 
the system of self-adjustment isa cure. The cure is the thing to aim at. 
You will never think imperially as long as you are uneasy abdominally. 
To seek health by the absorption of drugs is as roundabout and futile 
as the attempted making of an awl ,by straightening out a corkscrew. 


Physical Exercise 

Modern business life makes for the exercise of the brain rather than 
that of the muscles. Just a few of them are daily used and the rest are 
only summoned into activity if the individual indulges in week-end golf, 
tennis, cricket, or what not. But real physical fitness demands daily 
exercise for every muscle of the body, including the thorough massage 
and cleansing of the skin. The skin is our most important excretory 
organ. If it is allowed to become clogged the whole delicate mechanism 
of the body may be choked with accumulated refuse. The best solution 
of the muscular atrophy arising from the sedentary life is a vigorous 
fifteen minutes spent every day in stirring every muscle of the body 
into activity. Do it every morning for a couple of months and you will 
never abandon the prescription. An excellent course of exercises is 
* outlined in Lieut. Muller’s book “ My System,” which costs 3s. 6d. 
The whole range can be performed in fifteen minutes, and the resultant 
sense of “fitness” and vigour will add hugely to the self-conscious 
capital-value of the man who practises them. The series of exercises 
includes a quick bath, involving the ablution of the whole body. And 
whether the exercises be performed or not, the daily wholesale ablution 
is necessary to a thorough sense of physical well-being. Thirty years 
ago one of the old business school regretted his inability to receive a 
visitor on the morning of the first Sunday in the month, as that was 
always reserved for his bath. Nowadays the weekly or semi-weekly 
bath is recognised as insufficient. Try the daily swill and you will never 
relapse into the longer interval. 
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Some Subtle Invasions 

Another warning ihvolves some rather subtle ee ere The 
best business men are always extremely sensitive in the deeper psycho- 
logical sense. That is why they so often “feel” the approach of 
financial or commercial trouble long before they could render any definite 
reason for their uneasiness. They possess a sixth sense whose acuteness 
is in direct proportion to the ability manifested in commercial or indus- 
trial foresight, and the allied dexterity in assembling all the factors of a 
problem and pronouncing a swift decision upon it. Unfortunately, the 
very possession of this preternatural keenness involves the payment of a 
price, in the shape of an extreme, though often unsuspected, sensitiveness 
to psychological influences emanating from other people. How often 
does a clever business man get an unaccountable fit of the “ blues!” 
He cannot diagnose it, cannot account for it anyhow. Perhaps he would 
be extremely astonished to be told that he had picked it up psychologically 
from the man who sat next him at dinner, or who was his immediate 
neighbour ‘in the bus. 

For that very reason it is always worth while in a crowded vehicle 
to insulate oneself. Shut out all undesirable psychological currents and 
prevent your own magnetic force from dissipating itself for the benefit 
of other people, many of whom are unconscious vampires of other peoples’ 
vitality. The method is as simple as ABC. Extend the thumbs 
across the palms of each hand until their tips press upon the flesh at the 
lower extremity of the little finger—not the last joint of the little finger, 
but the cushion-like portion of the palm which is immediately adjacent 
thereto. Now, while the tips of the thumbs are respectively pressed 
upon that point, close the fingers firmly so as to clench the fist. The 
effect of this is to insulate the body completely from all external psy- 
chological onsets, while at the same time its own magnetic emanations 
are locked within itself. MHabitually practised in a crowded public 
vehicle, this precaution will result in an incalculable conservation of 
psychological force otherwise lost. At the same time it will prevent the | 
absorption of the undesirable and often mischievous magnetic discharges 
from other people. 


On the Intellectual Side 

Mental fitness should go with the physical. But mental fitness will 
not persist if the individual allows himself to drop into the worrying 
habit. This should be sternly suppressed whenever there is a tendency 
towards it. Most of all should it be excluded in the evening and during 
the night. Be serious, if you like, at breakfast, though you should not 
worry even then. But at dinner, with the day behind you, enjoy a 
laugh, and better still, a roar of laughter. The Gnostics taught that 
the Ancient of Days is still a boy in his capacity to smile at his creation. 
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John Bright hit on the right method when he declared that he always 
put off his troubles simultaneously with his shirt, and that they were 
not allowed to enter his contemplation again until that garment was 
resumed next morning. Take King Alfred, with his many-coloured 
candles as your example of the allocation of the task to the time—King 
Alfred who— 

Coloured the wax 

In blues and blacks 

And green and yellow and red, 

Which subdivided the time of day— 

The time to work, 

The time to pray, 

The time to feast, 

The time to play 

And the time to go to bed. 

Many confidences from business confréres have revealed to me the l 
deplorable prevalence of the habit of utilising sleepless hours in the 
night for the purpose of elaborating business plans or ruminating upon 
the probable worries of the next day. If the will is not strong enough 
to deflect the mind into pleasant channels during wakeful hours, it is 
far better to have a little bedside bookshelf and to do a little congenial 
reading, even at the expense of the eyesight. Nothing so rapidly destroys 
the exuberant morning freshness as any yielding to the unwelcome 
attentions of wakefulness and worry combined. 


The Art of Public Speaking. 


No business man who aspires to efficiency can afford to disregard the 
cultivation of the capacity for public speaking. Business organisation 
tends to shape itself more and more into conferences, committees, luncheons, 
dinners, and social gatherings of every kind. We have learned that 
“ speech was made to open man to man, and not to hide him: to promote 
commerce, and not betray it.” Our modern commercial and social 
functions create innumerable opportunities for apt and timely utterance. 
Few things can be more humiliating than the compulsion to maintain 
impotent silence in the face of an invitation from a chairman to address 
such a gathering. The disappointment will be all the keener if the silent 
man is conscious of his own thorough knowledge of the subject on which 
he is asked to speak, while at the same time he realises his own lack of 
capacity to put his knowledge into proper words. Not every one of us 
can be a brilliant orator. Nevertheless, direct, lucid, grammatical public 
utterance is within the range of every intelligent man who will try to 
attain it. More than half of the most attractive avenues to power 
and success in modern times are inexorably closed to the man who is 
afraid of the sound of his own voice if more than a handful of people are 
likely to hear it. Conversely, when once the resolution has been taken 
and the ability achieved, there is no contingency that can ever scare the 
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expert practitioner. In the height of the war I was announced to speak 
with Mr. Hughes (the Prime Minister of Australia) at a patriotic demon- 
stration in the Albert Hall. The proceedings were to commence at 7.30. 
By 7.15 there was an audience of 10,000 people already assembled. At 
7.20 Mr. Hughes telephoned that his doctor had forbidden him to leave 
the house and that I must take his place. The meeting was a success— 
thanks quite as much to the briliant chairman, Mrs. Dacre Fox, as- to 
the other speaker who had to deputise for the Australian Premier at ten 
minutes’ notice. But since then no emergency in the matter of public 
speaking has ever availed to alarm that other speaker. Consequently 
he writes with confidence when he commends the general practice of 
readiness in public utterance to every business man who desires to make 
_ his mark upon the opinions of his day and generation. 











The Problem of Memory 


The busy man must, of course, keep a diary, and to a large extent rely 
upon it. At the same time, he should utilise his memory as much as 
he can so as not to be driven into servile dependence upon the book. 
During many years of a strenuous City career I never kept a diary but 
_ carried my appointments in my head. Undoubtedly the habit of relying 
upon the mnemonic promptings of your diary and your secretary often 
tends to atrophy this invaluable faculty. It can, however, be restored 
to vigour by quite a simple discipline. If ten minutes be devoted daily 
to a mnemonic retrospect of thought and action over some selected 
period of the day, the memory will rapidly become so prehensile as to be 
occasionally a nuisance. Sit down quietly, for instance, in the evening 
and review the incidents which accompanied your departure from home, 
being careful to bring in every thought and other happening in proper 
sequence— l 

As I opened the front door I noticed that it stuck a little and made a mental 
resolve to telephone the carpenter. I was surprised at the ease with which I des- 
cended the steps owing to the greater physical vigour resulting from my athletic 
exercises. After a momentary debate whether to take the bus or the train I 
decided on the bus, but found I had just missed the one I hoped to catch. However, 
I waited for the next, and noticed the extraordinary corpulence of the driver as 
the bus drew up. I occupied the back corner seat when my attention was attracted 
. by a foreign-looking man wearing a particularly fine emerald ring on the second 


finger of his left hand. This man alighted at Fulham and seemed to walk with 
considerable difficulty. After he had left I reflected upon the possibility of his being 


a foreign spy. 


This 1s just a sketch of the recovery of every detail of thought and 
action over a period extending from ten minutes to half-an-hour. If 
such an exercise is pursued every day with the punctilious rehearsal 
of every mental or physical incident-during the selected period, I will 
answer for it that in the course of a few weeks the practitioner will find 
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his memory performing feats which will seem almost miraculous in com- 
parison with its previous relative impotence. In the armoury of strenuous 
life what more potent weapon is there than a retentive memory? And 
if it becomes a sieve, how incalculable the loss |! 


Liberality of Mind 

A prolonged and extended knowledge of the mentality of the business 
man has convinced me that he does not always devote sufficient attention 
to the general movement of public affairs. In too many cases he is a 
devotee of the single newspaper habit. That is to say, he buys the same 
newspaper every day, mainly because it reflects his own views. Yet 
the very fact of this identity of opinion creates a totally false impression. 
He comes to believe that his must be the only possible view, and that it 
commends itself to everybody. This produces an intellectual one- 
sidedness which is as illiberal as it is distorting. Some morning our 
friend happens to alight upon another organ of public opinion, not the 
one he has been accustomed to read. Then he is amazed to discover 
that important public questions are placed in a totally different light 
from that in which he has been accustomed to visualise them. Liberality 
and breadth of intellect are of the very essence of efficiency in business 
life. They will never be attained by the man who allows his mind to be 
crystallised and stereotyped by the unintermitted perusal of a single 
newspaper only. As Josh Billings said, “ It’s better to know nothin’ 
than to know what ain’t so.” Hear the other side. Understand what 


_ other people think, and in that way obtain the clearest of “ vision,” 


for it is as true in business as in every other sphere that where there is 
no “vision” the personality is starved and stunted. 

There is no selfishness in the adoption of these simple but most effec- 
tive principles. Every augmentation of personal efficiency increases 
the aggregate of Imperial driving-power—in plain English, adds to the 
strength of the Empire which is the banner-bearer of civilisation. 
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Cotton Trade Boom Coming 


Facts for Jeremiahs 
By Sim CHarntes W. Maoara, BART. 


At the moment when those engaged in industry are looking forward 
with mingled hopes and fears to the prospects for trade in the 
opening days of a new year, it would not be amiss, perhaps, if out of a 
ripe experience I were to give a few of the reasons why I consider that 
the future may be faced with cheerfulness and confidence. 

If my remarks have reference chiefly to the state of things in the 
cotton trade, I cannot think that they will on that account be less 
acceptable or less interesting to those engaged in other trades, seeing 
that the industry of cotton occupies the premier position in the list of 
exported English manufactures, and that directly or indirectly the 
welfare of many millions of people in this country, great numbers of whom 
live far beyond the confines of Lancashire, are involved in the success 
or otherwise of the greatest of our textile trades. 


Abounding Prosperity at Hand 


Lancashire, as I shall have no difficulty in showing, is bound to come 
to the top agatn, and will, before many months are past, have almost forgotten 
her present troubles in an abounding prosperity. 

I am as confident as one can be of anything in this world that the 
croakers will be confounded, and for the simple reason that England, 
to use the common phrase, holds all the cards in her hand. It is to 
this country that India as well as China and other great users of cotton 
goods will be obliged to come if their teeming millions of population 
are to be clothed. Not only can India not supply her wants in this 
commodity, but there is no likelihood of her being able to do so for 
generations to come. Agitators or no agitators, India is bound, sooner 
or later, to turn to Lancashire for help if the majority of her population 
is to be clothed at all. 

The blame for thinking otherwise lies with that section® of the Press 
which trades in sensationalism rather than hard facts. At one moment 
one is reading that Japan is robbing us of our Indian markets, and at 
another that fifty new mills are being erected in India, and soon the 
natives of that country will have no use for cotton goods manufactured 
in Lancashire. One is just as true as the other. Japan has not the 
machinery to do it, and India will not be able to add appreciably to her 
spindleage for long years to come. 
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India’s Position: An Enlightening Comparison 


Let us analyse India’s position more closely. Some 85 or 90 years 
ago India herself began to manufacture cotton goods by power, and little 
by little she trained her spinners and weavers and added to her machinery 
until she has mills now containing about seven million spindles, and 
weaving sheds which contain a larger number of power-looms than these 
spindles can supply, the overplus having to rely on England chiefly for 
the yarns they consume. What the alarmists are asking us to believe 
is that India with these mills and the hand looms she has started is now 
almost in a position to supply the entire wants of a population numbering 
over 300,000,000. 

How absurd this is can best be grasped by making a comparison 
with the state of things existing in the cotton trade so far as England is 
concerned. The population of the British Isles is something under 
50,000,000, and it requires the output of twelve of our sixty million 
spindles to supply this number of people with cotton goods. Conse- 
quently, if the home trade in this country calls for the product of twelve 
million spindles, how is India, with little more than half the spindles 
we need for our own use, to supply a population seven or eight times 
as large? The thing is ridiculous on the face of it. 


The Textile Machinery Position 


People talk very glibly of putting up fifty more mills, but do they 
consider the cost of the erection of these buildings and the difficulties 
of filling mills with machinery at the present time? You cannot by 
taking thought add a million or two of spindles to your equipment, and 
especially since the war caused such a piling up of arrears of work in the 
textile machinery making shops. I calculate that through depreciation 
and destruction in war time, the cotton trade of the world must be wanting 
as many as 30,000,000 spindles to bring it up to the productive capacity 
we had in 1914, and if this is so, what chance is there for the equipment 
of new mills? My own firm has waited two years for delivery of 
machinery for only one section of a mill, and we were supposed to have 
been exceptionally favoured. 

Remember, too, that India has taken nearly a century to get 7,000,000 
spindles, and in years when there was no difficulty in obtaining all the 
machinery one wanted. Lancashire, also, now that shorter hours have 
brought about a reduction of output, will want more mills—the number 
required must be between 300 and 400 to make up for what has been 
lost—and she will be a rival with India for the services of the already 
over-burdened textile machinists. Where, then, is there much chance 
for expansion in India for a long time to come, even if she has money 
in abundance and labour ready at call ? 
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Government Maladministration 


. From what I have written above, it will be seen that those engaged 
in the cotton trade in England need have no fear of losing their most 
important market, nor can I see anything else which is likely to bring 
permanent injury to the staple Lancashire industry if our affairs are 
managed with wisdom and foresight. The troubles we have had to 
meet during the past twelve to eighteen months have been altogether 
exceptional, and have been brought about by the extraordinary condi- 
tions caused by the war, and the maladministration of those who have 
been responsible for the Government of the country during the past 
half-dozen years. 


A Message of Good Cheer 


The lesson to be drawn from the state of things I have here set forth 
is one of encouragement to all who are either engaged in or connected 
with the industry. Prosperity is undoubtedly returning, and I have 
great confidence that before long both the workers and those who have 
invested their money in the trade will again reap their reward. It is 
unlikely that the world in future will be satisfied with a reduced standard 
of clothing, and seeing that cotton, it is estimated, clothes nine-tenths 
of the people of the world, and is by far the cheapest of clothing, and 
that before the war the trade was developing at the rate of four million 
spindles a year, I cannot but be fortified in my opinion that cotton 
will soon come into its own again. 


The British Trade Fair 


Ea buyers will be well represented at the British Industries Fair, 
which opens simultaneously at the White City, London, and the Castle 
Bromwich Aerodrome, Birmingham, on the 27th of this month. The Fair will 
remain open for eleven days at each place, and every manufacturer and trader 
engaged in foreign trade should make an effort to attend. The Department of 
Overseas Trade, which is responsible for organising the Fair, is fo be congratu- 
lated upon the energy and enterprise with which the preliminary arrangements 
have been carried out by the secretariat. Over 40,000 prospective buyers have 
been systematically circularised on the subject of the Fair and, in addition, the 
home buyers’ invitation list contains 250,000 names. Though run by a Govern- 
ment Department, the Fair is self-supporting, and has actually paid money to the 
Treasury out of its profits, which must be almost an unique record for a Govern- 
ment enterprise. There will be altogether in the two fairs a stand frontage of 
some 54 miles; and while every branch of British export trade will be repre- 
sented, specially interesting exhibits are promised of chemicals and dyestufis, 
chemical and optical glassware, pottery, boots and shoes, and foodstuff products. 
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Useftd ideas for the development of important improvements in office records are 
outlined in this readable feature. 


Office Records 


Some Undeveloped Fields for Improvement 
| By P. T. LLOYD 


I.—DUAL FUNCTION RECORDS 
(Continued from page 389) 





Posting and Indexing in One Operation 


HE Self-balancing Ledger is known to not a few, but the self- 

indexing bound book is a rarity ; yet this labour-saving convenience 
is easily accessible in the form of the vertical-alphabetical system. The 
principle is far from new, and is probably familiar to the storekeeper, 
but appears to have been neglected by the accounting and secretarial 
departments (this is analogous to the reluctant introduction of labour- 
saving devices in the office, while machinery, with a similar object in 
view, is adopted without hesitation for the works); no apology is 
therefore offered for a reproduction below of the ruling required (Fig. 3). 


= = Hee RPP — 
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Records for which this two-in-one system might be suitable 
would be a consolidated creditors’ account, a schedule of accounts, or 
a register of dividend warrants issued, when the primary order is under 
the serial number of the warrant; in other words, the greatest value is 
extracted in those cases where a series of names is, owing to constant 
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changes, of passing interest only, but for which some form of index has 
to be prepared to assist in subsequent references, should this be necessary. 
A moment’s thought will show that, although a greater vertical expan- 
sion is given to the indexing function, the continuous accession of new 
names negatives the possibility of keeping them in a strict alphabetical 
sequence, even with the normal type of index associated with the bound 
book. If batches of names are sorted, at intervals, into alphabetical 
divisions prior to posting, they can be further sub-divided under this 
system by allowing the ¢htvd letter in each name to fall within the 
appropriate column, thus affording a selection facility which approximates 
very closely to the card index. 

With this form of record a useful adjunct for “ marking off ” docu- 
ments returned as paid is a kind of penholder with a minute and inter- 
changeable rubber date-stamp (showing day of month only) in place of 
a nib. This is superior to the ordinary rubber stamp with a knob grip, 
because it is easier to manipulate, while in no way obstructing the view, 
and is clearly more rapid in operation than writing the date in manuscript. 


A Triple-function Addressograph Plate 

The Addressograph Machine, with its accessories, is practically a 
self-duplicating index, and in this respect may be considered legitimately 
as a “record.” The appliance has already been advanced from the 
stage of printing, in any predetermined order; brief information on a 
series of loose documents (e.g. names and addresses on envelopes, labels, 
cards, letter paper, etc.), to the printing of items or names in galley 
(e.g. lists or pay bills), but it is sometimes overlooked that, in addition 
to words, it can print figures with equal facility. That no extensive 
use is made of this facility is, no doubt, due to the more limited occa- 
sions on which the repeated duplication of amounts would be required, 
but the machine offers an ideal medium for the complete preparation 
of monthly salary cheques, the periodical dividend warrant for the 
holder of Preference Shares, and the instrument of payment issued to 
the pensioner or annuitant. This writing of cheques is, however, but 
the first step in the process; a more novel feature, and one of some 
accounting importance, is the second step of reproducing the same 
amounts on a Cash Book leaf or other record. The third and final 
step is to block the space on the machine covering all particulars relating 
to amounts, and then to address the envelopes in which the cheques 
are to be dispatched. The functions of the cashier, the book-keeper, 
and the addressing clerk are thus carried out mechanically by one plate 
and even with the “hand” process of inserting cheques in envelopes 
which remains, a comparison of the index numbers supplied by the 
Addressograph is quicker than pairing names and addresses, particularly 
with a progression of similar names. 
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The method of printing the essential particulars on a dividend 
warrant is shown by the accompanying illustration (Fig. 4). For this class 





CATHAY TEA COMPANY, LIMITED. 


To the Union Bank of China, Limited. 
CHEAPSIDE BRANCH. 


Pay ‘ JOHN HENDERSON, or Order 

2 Friary Roan, 

i SHEFFIELD. ! 

| EE ali Net Amount Payable 
Registered No. į 586 oan] | 
The sum of ; SEVEN Pps. Two SHILLINGS AND Four: Pence. 


Secretary 
For Cathay Tea Company, Limited. 
Payee’s Signature 


This warrant must be signed by the Payee and presented for payment within 
six months. 





The dotted lines indicate the operating area of the Addressograph Plate 
Fic. 4. 


of payment a still further advantage is gained, in that an impression 
is given on the warrant proper, followed by a similar impression on the 
counterpart supplied for Income 
Tax rebatement purpose. 


The Unified Statement 
and Voucher Holder 


An important procedure in 
the accounting system for any 
large concern is the assembling, 
day by day, under individual 
names, of the documents from 
which the periodical and 
separate acoounts are prepared. 
This collected material can, for 
convenience of reference, be 
stored in direct association with 
the relative statement or sum- 
mary by means of a container constructed, as in Fig. 5, from a single 
sheet of manila board. The upper fold in the container is clamped 
together with two staples at each end to form a tab, a narrow opening 
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being cut along its length to expose the name on a card, which is 
pushed, from within, into the slot formed between the two staples, the 
over-all dimensions of the card being slightly smaller than the face of 
the container. A second and central opening on the container can 
expose an address, or other particulars, entered on the inserted card. 
The complete receptacle combines the principles or advantages of — 

(a) The card ledger or index. 

(b) The window envelope. 

(c) Vertical filing, with allowance for expansion. 

(d) The overlapping card 
system as regards visibility and 
the facility for introducing 
colour schemes. 

The application of these 
various features will now ‘be 
explained in more detail— 

' (a) The cards exposed by 
the openings in the container 
constitute, as they stand, a 
‘ name and address index. When 
an entry is necessary on the 
reverse or statement side of the 
card, the loose contents are 
tilted back in the motion of 
laying the container out flat, 
| and the particulars inserted 
| without removing the card from 
its slot (see Fig. 6). 

(b) The “ window” openings 
obviate any entries on the con- 
tainer itself, which can be used 
over and over again as “ dead ” 
records are removed and new 
names introduced. 

(c) The bellows principle allows a generous expansion, and the upper 
-flap at the back of the container keeps the enclosures compact during 
the course of handling. 

(d) The thickness and expanding tendency of the containers, even 
when empty, forces the tabs apart, and the eye can travel down the 
names and select the one required without difficulty ; the increase of 
bulk in the containers increases also this visibility. By varying the tint 
of the cards, subdivisions under towns, districts, travellers, etc., can be 
maintained, 

The container carries the pocket and slip-in card principle a further 
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step forward in providing more space for expansion and, besides the 
example already given, would be applicable to the collection of informa- 
tion relating to contracts, jobs, stores, etc., where incoming documents 
have to be assembled, recorded, and retained, under a series of separate 
and variable headings. 


A Two-Journey Envelope 

In concluding the consideration of dual-functions, reference may 
perhaps be made to a device which, if not a record, is often an “ accessory _ 
to the fact.” 

It is a common practice for firms, when sending out letters or circulars, 
REE EEP to enclose an envelope bearing 
ee ya eee A) their printed name and depart- 

mental address, partly, no doubt, 
by its suggestive and mute appeal, 
ta add to the probability of a reply, 
and partly, if this inducement 
is successful, to ensure imme- 
diate sortation, on receipt, to the 





a E Jones, Cag. 


2h Monkey At, 
Bumengham 


Te tesen awer el we ee ee ee re ee a e e h d e eae aa e e A e a a a 


department directly concerned. 
There is the further advantage, in 
London, of increasing the chances 
for more rapid delivery by includ- 
ing the Postal District number. 
l Leaving these questions open, 
Oe > F] however, as matters of opinion, it 
Baa will be agreed that, if one envelope 
can perform the duties of two, there 
are points to recommend it; for the device will, in itself, attract atten- 
tion, and even if no reply is received, there may be some solace in the 
thought that, in this respect at any rate, the non-productive charges 
are not being unduly inflated. 
The design of. the two-journey envelope is remarkably simple; the 
method is merely to enter the addresses on the flaps instead of the face. 
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The first illustration in Fig. 7 shows the back of the envelope when opened 
out flat. The side flaps are gummed together at their meeting point, 
while the upper and lower flaps are enlarged, so as to almost cover the 
area of the envelope when closed. The printed address is inserted on 
the lower flap (which can carry a more generous area of gum) and the 
gum at one edge of the upper flap is isolated with a perforated line, to 
prevent damage of the envelope at the first opening ; a cautionary note 
below the written address is shown in the second illustration. The 
second flap completely covers up the first and no trouble can be caused 
through any partial exposure of the former address, postmarks, etc. 

The two-journey envelope is an interesting addition to this series 
of devices, now covering the “ window” envelope, the circular or 
catalogue-carrying envelope, temporarily fastened with thin string 
passed round two cardboard buttons, the envelope and statement of 
account combined, and the double envelope (recently introduced in the 
United States), one carrying the address and a letter, and the other 
a catalogue, thus avoiding a possible loss of interest caused by separate 
deliveries, and allowing for differences in postage rates. 


The appeal of the office machine lies principally in its speed, with the 
supplementary factor that results are presented in a more pleasing style 
than is possible by hand: the extraction of more than one function 
from the same record has a similar objective, but it is reached by 
reducing the number of operations. This diminution of processes repre- 
sents a practical application of the principles of “ motion-study”’ to 
the work of the office, and is capable of considerable extension. Pro- 
bably there are many forms of record still extant where the same ground 
is covered a second, and even a third time, in order to set out a single 
group of facts from different aspects, and an investigation. of the pro- 
cedure with a view to the reduction, if not the complete elimination, of 
waste motions will generally carry full compensation for the trouble 
taken. We are not all gifted with the deductive reasoning powers of an 
Edgar Allan Poe, but much can be achieved by concentrating our thoughts 
on the “ effect ” desired, i.e. the requirements which the record has to 
satisfy, and then working back to equivalents for the “ cause” by 
ranging over the wide field of new principles now ready to hand. By 
combination or adaptation of the material available, a solution to the 
problem we have set ourselves can often be found, with the added satis- 
faction of knowing, once more, that the irksome labour of clerical repeti- 
tion will be avoided. It is by a process of exhaustion, therefore, where 
all possible devices are passed in review, that some means can usually 
be found for meeting. the particular circumstances of the case, and a 
secondary function effected with a single-entry record. 

(To be continued.) 
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How the treatment of “ Reni Charge” under the Corporation Profits Tac constitutes 
an injustice to many companies is explained below by a Chartered Accountant. 


Corporation Profits Tax 
The Treatment of “ Rent Charge ” 


By GEORGE M. Corton, O.A. 


Do by this time all accountants who are concerned in the 

ascertainment of profits assessable to Corporation Profits Tax have, 
in the case of a company which owns the premises which it occupies 
for the purpose of its trade or business, stumbled upon what appears to 
be an injustice perpetrated in the Finance Act which first imposed the 
tax. (Finance Act, 1920.) 

Briefly stated, the point in question relates to the treatment of the 
item “rent” in arriving at assessable profits, and in the case here 
considered we are concerned with what takes the place of rent when the 
premises occupied are also owned by the company, namely, “rent 
charge.” Where the premises are leased, and the company is merely 
a tenant paying rent, no difficulty arises, since the sum payable under 
the lease for the occupation is allowable as a deduction. The apparent 
injustice emerges when the position is that indicated above. Rent 
charge, or at any rate the part thereof which usually constitutes its 
greater portion, is disallowed. 

It is probably generally recognised that the components of rent 
charge are these— 


. Interest on mortgage. 

Owners’ rates and taxes. 

Ground rent, and, in Scotland, feu-duty. 

. Tithe, and, in Scotland, minister’s stipend. 

Owners’ Insurances. 

Repairs to the fabric. 

. Any other charge appropriate to the sae of the property. 


NL Orb oO PH 


To these may be added, if need be, interest on the cost of the premises 
in excess of the mortgage, but nothing is added for owner’s profit, though 
if the analogy from leased property is to be applied, it might be argued 
that an allowance should be made to represent this. In arriving at 
profits assessable to Corporation Profits Tax, all the items enumerated, 
with the exception of the first, are allowed by the Inspector of Taxes. 
The first is disallowed. 

The reason given for the disallowance i is that, according to Section 53, 
Sub-section (2), Paragraph (b) of the Act, interest on “ permanent loans ” 
is specifically excluded from the list of deductions permissible, and, in 
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Section 52, Sub-section (3) the definition of the expression “permanent 
loan ” is given— 
The expression ‘‘ permanent loan” means a loan of a permanent character 
which is secured by mortgage or debentures or otherwise on the assets or income 


of a company and which, if subject to repayment, is subject to repayment at not 
less than three months’ notice. 


It is fairly obvious why some such provision in regard to secured 
loans is necessary. In many cases, the money represented by such 
loans is really additional capital used for the financing of the business, 
and, presumably, for the earning of profits. There must therefore be a 
rule whereby the interest on what are virtual increases of capital shall 
not be allowed to diminish the assessable profits, and which, at the same 
time, will avoid giving any inducement to the creation of charges on assets 
for the purpose of escaping the tax. 

Unfortunately the term ‘‘assets’’ as used in the above-quoted 
definition includes property, and thus the major item of the rent charge 
is swept into the category of interest on permanent loan and added 
back to the assessment. 

The only reference in the Act to the matter of rent of property owned 
and occupied is in Section 53, Sub-section (2), Paragraph (a), where it 
is stated, inter alsa, that “ no deduction shall be allowed on account of 
the annual value of any premises used for the purposes of the company.” 

Thus it is plain that (1) if the company is a tenant, it escapes the tax 
on the amount of the rent, and, (2) if it owns the premises which it oc- 
cupies for the purpose of its business, it may debit, for the purpose of the 
tax, neither annual value nor any except the minor items of its rent charge. 

There is, be it noted, no express disallowance of rent charge in the 
Act. Indeed, as already stated, all the components of such charge are 
allowed, excepting only interest. This last is disallowed on grounds 
which can only be described as irrelevant, though it must be admitted 
that the letter of the Act is to blame for the irrelevance. 

The question of the terms on which mortgages on property forming 
part of the assets of the company are repayable hardly affects the com- 
plaint, since, in the case I have in mind, the authorities, in spite of the 
fact that certain of the mortgages are repayable on less than three 
months’ notice, refused to allow the deduction represented by the 
interest thereon. ° 

The kernel of the matter is that while, on the one hand, rent payable 
is a proper deduction and expense, rent charge, as understood by account- 
ants, is not a proper deduction and expense, and a tenant-company is 
placed in a more advantageous position than is an owner-company. 
It is impossible to believe that this was the intention of the legislature, 
and the difficulty calls for a “ removal of doubts ” clause in the next 
Finance Act. 
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‘‘ Stabilised currency values will do away withthe havoo which fluctuation is working 
upon balance sheets and business enterprise generally.” 





Table Talk on Business Topics 


By Dr. Ers T. POWELL 
Formerly Editor of the “ Financial News” 


HE suggested possibility of synthetic gold has naturally set the 

financial world by the ears. If gold can be manufactured, another 
element of disturbance will be introduced into the world’s currency 
system, and it would be impossible to forecast the ultimate outcome of 
the complications. Prof. Irving Fisher draws a startling picture of the 
change in values which would follow the achievement of synthetic gold. 
But, as a correspondent of The Times says, anything in the nature of 
such a transmutation would mean a “revaluation of all values ” 
infinitely greater than a profound change in the standard of money. 
It would involve the discovery of a new source of energy far surpassing 
any that has been available to the world. That, however, had already 
been foreseen by Prof. Soddy, who has told us that— 


A race which could transmute matter would have little need to earn its 
bread by the sweat of its brow. If we can judge from what our engineers accom- 
plish with their comparatively restricted supplies of energy, such a race could 
transform a desert continent, thaw the frozen poles, and make the whole world 
one smiling Garden of Eden. Possibly they could explore the outer realms of 
space, emigrating to more favourable worlds as the superfluous to-day emigrate 
to more favourable continents. 


This last suggestion indicates that the much-discussed emigration 
problem may perhaps some day become a very big thing indeed. 
Certainly the departure of the first party of emigrants to Mars or Venus 
would loom large on the news placards of the evening papers. Mean- 
while, it is evident that there is more money in transmutation than 
in Methuselah’s much discussed investment of £1 at 6 per cent on his 
twenty-first birthday—although that operation would have made him 
the financial master of the world-long before his death. 


Potentialities of Disaster 


The whole subject opens up considerations of immense and profound 
interest. Ifeman once mastered such terrific forces, he would open up 
potentialities of disaster as well as profit. If he failed to maintain the 
perpetual domination of the forces, they might dominate him and 
involve the whole world in cataclysm that might be irreparable for 
ages. It is at least possible that the advanced civilisation of Atlantis, 
say, a million years ago, was wrecked by some such blunder. If the 
Atlanteans had learnt the secret of these colossal natural forces, but 
made a slip in their utilisation, the error may have destroyed their 
continent and whelmed it under the present Atlantic Ocean. At first 
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sight, the suggestion seems fantastic, but as we advance in knowledge 
of the undeveloped and untapped forces of Nature, we shall have to 
modify that view. Quite incidentally, perhaps, we shall cease to talk 
about the running down of the solar system. In any event, the 
prospect of the stoppage neéd not trouble us nor our posterity for many 
an age to come. The curious thing is that every advance in scientific 
discovery seems to thrust that consummation further and further off. 


Mr. Wells Joins the Campaign 

And while we are in sight of this topic of international finance, I 
see that Mr. H. G. Wells, in his Washington correspondence, is adopting 
exactly the line of argument which I took with reference to the currency 
problem in an article on the “ Plain Truth About Currency” which 
appeared in the November issue of this magazine. Outlined originally 
by me before the Institute of Bankers at Leeds a year and a half ago, 
I notice that almost immediately after the appearance of Mr. Wells’ 
pronouncement the reasoning was again adopted by Col. O. C. Armstrong, 
the new President of the Federation of British Industries; and still 
again, within a fortnight, by Prof. Irving Fisher. In the case of all 
these authorities, each so eminent in his own way, the twin essentials 
of Stabilisation and Stimulus are emphasised., There is no other way. 
stabilised currency values will do away with the havoc which fluctua- 
tion 1s working upon balance sheets and business enterprise generally. 
At the same time, Stimulus (in the shape of reduced taxation) will 
render capable men willing to put their backs into the task of national 
rehabilitation, which at the moment they are reluctant to do. We 
want more of the spirit of Sidney Godolphin. When he sanctioned a 
warrant for the supply of a new silver trumpet for a troop of the 
Guards, he minuted it with an inquiry what had become of the old 
one. Since I had the privilege of enunciating these vital principles in 
BUSINESS ORGANISATION AND MANAGEMENT, I have had the pleasure of 
expounding them to various expert and critical audiences, and their 
reception has shown that the truth is gripping the public mind. The 
difficulty at the moment is the exposition—that is to say, exposition 
in a style which the man in the street can understand. Currency is the 
most complex of problems, and the trouble is that the people who know 
it thoroughly find it so difficult to play the réle of teacher by putting 
themselves in the place of their audiences. However, the audiences are 
eager enough, and therefore we propagandists have the ground ready 
prepared for sowing and watering the seed. 


Who Knows his Job 


Apparently the interest in the poetry of business is on the increase, 
and if that is the case I am delighted to see it. Anyhow, I recently 
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printed a single verse of Mr. Berton Braley’s poem on “ The Man Who 
Knows His Job,” and it has brought me numerous requests for the 
rest of the stanzas. Here they are complete— 
We seek him everywhere 
Amid the throng, 
We've sought him here and there 
And sought him long. 
Hoping among the mob 
He'll chance to dwell— 


The man who knows his job 
And does it well! 


We know of labor’s woes, 
Nor hold them light, 

But ah, the man who knows 
His business right! 

Workman, or cop, or clerk— 
He makes a hit, 

The man who knows his work 
And tends to it! 


The world has constant use 
For men like this, 

Whose work's not fast and loose 
And hit or miss. 

It seeks, with one heart throb, 
Where he may dwell— 

The man who knows his job 
And does it well. 


Is not our traditional mistrust of the Jack-of-all-trades a proof of 
the antiquity of our respect for the man who knows his job? 


The Company Meeting 


The reporting of company meetings was touched upon by Mr. Albert 
Crew in a recent issue of this magazine. Mr. Crew pointed out that 
newspaper reporters had no legal right to attend, and,that they might 
be removed at the behest of the chairman. Moreover, statements made 
at company meetings are not privileged in publication in the same way 
as those made, for instance, in Parliament or in the course of legal pro- 
ceedings. As a result of the absence of a reporter’s right to attend the 
meeting the distant shareholder is frequently left without any inde- 
pendent record of the proceedings. This is peculiarly unfortunate at a 
time when business is tending more and more to pass under joint-stock 
control, and when, consequently, the partners—that is to say, the share- 
holders—are scattered all over the country. True, the deliberate 
exclusion of reporters from the meeting is not so prevalent as it once was. 
Twenty years ago it was the practice of the business press to apologise 
for the absence of a report by stating that “ representatives of the Press 
were not admitted to the meeting.” This did not go far enough. In 
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the Financial News I took to describing such functions as “ secret 
meetings.” Now there is nothing that the average shareholder dislikes 
so much as the introduction of an element of furtiveness into the pro- 
ceedings of the officials of his company. When he saw that a “ secret 
meeting” had taken place he would despatch a vigorous protest. Deluged 
with these communications, the directors used to write to me denying 
that any “secret meeting” had been held, to which I retorted by 
pointing to the exclusion of the press as conclusive evidence of secrecy. 
This policy did a great deal to break down the practice. Still it survives 
here and there, and as it is odious from every business point of view it 
ought to be stamped out. 


There is a Limit, However 


The grant of wholesale privilege is another matter. At the moment 
every newspaper report of a company meeting has to be scrutinised 
by the sub-editors for possible libels. However important a certain 
statement may be from the point of view of the shareholders, it cannot 
be printed in a newspaper if it would be libellous when published in that 
form, even though it was privileged when uttered by the director or 
shareholder at the meeting. Many a time hasit been my lot to receive 
a visit from an indignant director or shareholder who called to point out 
that statements of the extremest gravity made at the meeting of the 
company were not included in the report. 

“That is quite true. Those statements, though important, are 
libellous, and as we are not protected by privilege we cannot print them.” 

“ But the statements are true and ought to come to the cognisance 
of the multitude of shareholders who could not attend the meeting.” 

“No doubt, but if we had published them we should have been served 
with a writ for libel and probably involved in the expenditure of £1,000 
to defend the case. That is a kind of risk which we cannot take, however 
important it may be that the provincial shareholders should possess a 
knowledge of the facts.” 

Nor is it only the provincial shareholder who is concerned. As 
regards great business enterprises which are in joint-stock form there 
are always numbers of investors waiting for the report of the meeting 
in order to make it the basis of their final decision as toa purchase of 
the shares. They may quite conceivably buy on the newspaper report 
of the meeting, though they would never have risked their money if 
they had known that certain statements of the gravest importance 
had been omitted on account of their possibly libellous character. But 
there it is. The law does not grant the same wide privilege as it does 
in the case of reports of proceedings in Parliament or in the law courts, 
and business interests are vitually affected by its refusal to do so. 
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Where the Risk was Taken 


To the credit of the great newspapers be it said that occasionally 
the risk is taken where the public interest is obviously involved. Some- 
times a writ follows: sometimes not. In a case which I vividly recollect 
the solicitors of the aggrieved individual immediately wrote demanding 
an apology and compensation. They suggested the payment of £100 
and their costs, but the newspaper declined to disburse anything. Ulti- 
mately the case came to trial, ending in a verdict for the defendant 
journal. Then the plaintiff began to whine, pleading that he was unable 
to pay the defendant’s costs, and asking to be let off. In reply he was 
informed that it was the inexorable policy of the newspaper to insist 
upon the payment of its costs. If he did not find the money, bankruptcy 
proceedings would be initiated. He had hts fun: now they intended 
to have theirs. The money did not come and the bankruptcy proceedings 
were commenced, But at this point the disillusioned plaintiff met with 
a fatal street accident. Some people said it was suicide, which others 
denied. Altogether the newspaper was probably £400 out of pocket 
over the case. That, in effect, was the penalty it paid for discharging 
a public duty. And after the citation of this example it need hardly 
be pointed out that if the same policy were invariably adopted the 
resulting crop of libel actions might strain the resources even of the 
wealthiest journals in the country. Now and then you musi report 
verbatim, for the very humour of the thing. So much we did when the 
irate lady shareholder protested against any tampering with the pre- 
ference rights. “ I hurl my glove into the teeth of the advancing wave 
of confiscation which is sounding its disgraceful clarion over the heads 
of the ancient principles of contract.” Trying to unravel those mixed 
metaphors, the City public simply screamed. Waves with teeth and 
clarions are never seen at the sea-side. 





A Restricted Privilege 


The proper thing would be to confer upon newspapers the same 
privilege in respect of company meetings as they enjoy with regard to 
the reports of debates in the House of Commons and of the proceedings 
in the law courts. That privilege, however, should be restricted to the 
reports of the‘meetings of companies which have a paid up capital of not 
less than £100,000. This would ensure the presence of the element of 
financial responsibility. If the privilege were extended to the reports 
of all company meetings indiscriminately, without regard to the measure 
of their financial magnitude and responsibility, it is easy to see how it 
would be abused. Jones desires to “show up” Smith, but is deterred 
by fear of the law of libel. He forms a one-man company with a capital 
of £10, the shares of which are held by himself, his wife, his daughter 
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and his son-in-law. A meeting of the company is held at which Jones 
proclaims the iniquities of Smith and suggests that nothing less than a 
dose of penal servitude would be an apt punishment for them, Under 
indiscriminate privilege it would be possible for Jones to secure the broad- 
cast publication of this speech, while at the same time Smith would have 
no remedy whatever. Half the business world might -lie at the mercy 
of a single unscrupulous prater. But that element of potential unfairness 
would be ruled out if the privilege were granted, as it ought to be, to 
reports of the meetings of all companies with a paid up capital of £100,000 
and over. It is a reprehensible anachronism that in a country where 
untold millions are invested in joint-stock business enterprise the share- 
holder who cannot personally attend the meeting may be debarred from 
obtaining a complete and unbiased report of statements which, from the 
point of view of his pocket, may be momentous to him in the highest 


degree. 
Handel’s One-man Company 


The one-man company always reminds me of a Handel story. The 
composer of The Messiah was a voracious eater. As a rule, when 
he entered an eating-house, he would order a meal for three, though he 
consumed the whole of the viands himself. On one occasion, however, 
after ordering dinner for three, he was kept waiting an inordinate time. 
At last he lost patience and shouted to the waiter to know the reason 
for the delay. 

“Sir,” replied the waiter, “I was awaiting the arrival of the 
company.” 

“De gombany!” retaliated the hungry and furious composer, 
“I am de gombany !” 
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Several interesting letters from our readers dealing with matters of special concern to 
business men are published this month. 


Correspondence 


To THE EDITOR oF ‘‘ BUSINESS ORGANISATION AND MANAGEMENT.” 


DIRECTORS’ FEES AND INCOME TAX: 
THE CALCULATION OF TOTAL REMUNERATION. 


A Dundee Company Secretary writes under date 23rd December last— 


“ Sir,—With reference to the article by a Chartered Secretary on pages 255-6 
of the December issue of your Magazine, I am particularly interested in the para- 
graph relating to the calculation of total remuneration for directors’ fees as indi- 
cated at the top of page 256, This is the method we have adopted in payment 
of fees to the directors of this company ; but it came to my notice the other day 
that other companies in this city who paid their directors’ fees free of tax bring 
into the calculation the fact that, under the present Finance Act, directors’ fees 
being chargeable under Schedule E, are liable to a deduction of 10 per cent before 
being liable for Income Tax. In the example given, if a director was paid 
£714 5s. 9d., he would only be called on to pay Income Tax on this amount less 
10 per cent, which would mean that he was getting further remuneration to the 
extent of Income Tax on £71. This again would presumably be liable to Income 
Tax. I shall be glad if the writer of the article could give me some information 
as to what the correct method of calculating directors’ fees paid free of tax should 
be. As I understand it, the intention is that a director shall have, as in the 
example given, a clear {500 to put in his pocket ; but in the example,-as I have 
explained above, he will have something more than this, and on the difference he 
will not have paid ordinary Income Tax, also Supertax if he has that liability.” 


REPLY. 


“Chartered Secretary’ replies as follows to the points raised by the above 
correspondent-—— 


" Sir,-—The example of directors’ fees given on page 256 of the December issue was 
intended merely as a general illustration of the principle that assessments on 
‘ tax-free ’ income are based on the gross value of the income represented by the 
net payments. 

“ Obviously, assessments on individual directors will vary according to the 
personal income and circumstances of each director. Personal allowances, etc., 
must be taken into account as well as the earned income deduction of 10 per cent 
and, in some instances, part of the fees may be chargeable at the lower rate of 
3s. in the £, which is applicable to the first £225 of taxable income. In all such 
instances, the assessment must be negotiated with the Inspector of Taxes and 
agreed to by the director. 

“ Where, however, the directors’ fees are wholly liable to assessment at the 
full rate of 6s. in the £, the amount of tax may be determined in the following 
manner : 

Each £1 of Gross Fees being subject to tax at 6s. in the £ on nine-tenths of £1 
(i.e. on 18s.), the formulae applicable are— 
3x9 x 1 


Tax on Gross Fees = yy of #8 of £1 = jg x iok i 


— {:270 = 5s. 5d. nearly 
Hence Net Fees = -730 (Yr) of Gross Fees 
and Gross Fees = 3,92 of Net Fees. 


Therefore, assuming that the directors receive fees {500 “free of tax,” the 
amount of tax payable to the Inland Revenue will be 7% of £500 = £184-931, say, 
£184 18s. 74d.; and Gross Fees 482 of £500 = £684-931, say, £684 18s. 73d. 
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“The accuracy of the above formulae and example may be tested by 
calculating the tax at 6s. in the £ on nine-tenths of £684-931, thus : 


ty of % of £684-93] = te = {184:931; say, £184 18s. 74d. 

“ The simplest procedure to adopt appears to be for the company to pay the 
directors their fees at the rate of £500 per annum and, when making the annual 
return of fees and salaries to the Inspector of Taxes, to state the fees at £500 
payable ‘ free of income tax.’ After the assessment has been agreed, it will be 
purely a matter of local arrangement whether the company refunds to the 
director the amount of the tax charged or pays it direct to the Inland Revenue.” 


“Q. E. D.” 


To this letter our Dundee correspondent replied on 6th January as under— 

“Sir,—I am much obliged for the full statement regarding directors’ fees 
paid free of tax which ‘ Chartered Secretary’ has given. 

“ I enclose a formula which we work on and which brings out a result exactly 
the same, but is probably a little more concise than that worked out by ‘ Chartered 
Secretary.’ It must, of course, be kept in mind that a director with over £2,000 
a year of fees does not get 10 per cent deduction before assessment ; and it is 
just a question, then, whether in Articles of Association empowering directors’ 
fees to be paid free of tax, a director is not entitled to claim that he should get 
a higher payment than that indicated by the formula, seeing he will actually 
have to pay more tax than allowed by this method of calculation. In such cases 
coming before my personal observation, no director has got more than £2,000 
from one company, but if the directors’ fees of companies under the same manage- 
ment are added together, each director in recent times has been getting more than 
£2,000. Perhaps ‘ Chartered Secretary ’ will consider it worth while to deal with 
such a matter and give some indication of how he thinks it should be dealt with 
in payment of directors’ fees free of tax. 


Calculaiton of amount of Directors’ Fees, payable free of Income Tax, 
leaving {£500 net. 


X = Gross amount to be paid by Company 
1 6 
x -(x- aX ) z = 500 


9 S) 

54 
146 
m0 Č = 500 
X = 885 i 


To THE EDITOR OF “ BUSINESS ORGANISATION AND MANAGEMENT.” 
THE RELATION BETWEEN MANUFACTURING AND SELLING COST. 


SıR,—With regard to your paragraph in this month’s issue on “the selling cost 
exceeding the manufacturing cost, we should be glad if you would kindly follow 
up this note with an article elucidating your meaning and giving figures, as this 
matter is clearly of great interest at the present time. 

There is a statement that the big stores have been foremost in reducing prices, 
which we deny ; and an expressed wonder that the competition of the big stores 
does not force smaller businesses to do equally well when, as a matter of fact, 
the smaller businesses are doing very much better for the public than the big 
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stores, if it is true that the selling costs of the big stores exceed the cost of 
manufacture. 

To take the points sertatim that we should like to see discussed more fully—~ 

(1) Mr. Gordon Selfridge is credited with the statement that in his store they 
recognised that it cost more to sell an article than to manufacture it. This would 
appear to mean that an article that cost, say, 18s. to manufacture, with, say, 
2s. manufacturer’s profit, would cost another 18s. or more to sell, and would 
therefore be sold at 36s. or so; but we should sell such an article costing 20s. 
in all at 30s. Probably this is not Mr. Gordon Selfridge’s meaning. 

(2) The claim to be the first to reduce prices is easily made and is difficult 
elther to prove or disprove ; but we think and claim that the smaller shops where 
the principals were in ready touch with the customers’ point of view and where 
quick decisions were possible without red tape, and without customers’ grumbles 
having to filter through to boards of directors—that these shops were the first to 
react to the demand of the public. 

(3) Re Salesmanship and Selling Force. These are obviously much more 
important in a store and cost a great deal more than in a small shop, for this 
reason, that the stores have to put their wares before their clients in such an 
attractive way as to overcome the inertia of distance or the inertia of having to 
buy a postal otder and send it off with the risk of getting something that will not 
suit, and may have to be sent back again and again and then perhaps kept when 
it is not really suitable. It is no wonder that selling costs run up with these big 
stores, as in the first case the customer spends his time, which is money, in 
making the journey, which again costs money; and, in the second place, risks 
not being suited. 

The small store has the great advantage of locality, which saves time, and 
permits of a personal visit and personal inspection before a purchase is made. 

The selling organisation of a big store is not required and the expense is saved. 
It therefore becomes a nice question as to whether what may be gained by large 
buying at close prices is not balanced, and possibly more than balanced and lost, 
by the huge accumulation of selling costs, which is far greater than we had sup- 
posed, if the statement of Mr. Gordon Selfridge really bears the meaning that it 
appears to have on the face of it. 


Yours faithfully, 


31-33 Lord Street, J. CoLtinson & Co. 
Liverpool. 


* 


REPLY. 


To THE EDITOR OF “ BUSINESS ORGANISATION AND MANAGEMENT.” 


Sır, —Mr. Selfridge asks me to reply to your letter of 6th January and to say 
that he was misquoted by the newspaper representative who called upon him 
regarding theecosts of selling. What he did say was that it is more difficult and 
requires greater effort to sell goods than to make them. 

The newspaper man evidently did not grasp the difference between the 
eee! of selling and the cost of selling, and printed that which came to his 
mind first. 

Mr. Selfridge has not thought it worth while to ask the paper to correct the 
error. 


Yours faithfully, 


Selfridge & Co., Lid., E. C. DUNSTAN, 
400 Oxford Street, London, W.1. Private Secretary. 
9th January, 1922. 
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To THE EDITOR oF ‘‘ BUSINESS ORGANISATION AND MANAGEMENT.” 


“OUR AMAZING POST OFFICE”: 
THE TREATMENT OF SAMPLES AND SPECIMENS. 


SIR,—We refer to your issue of January, 1922 (p. 269), “ Our Amazing Post 
Offce!” For long we were in the habit of using our ordinary notepaper (as 
sheet this letter is written on) for sending out circulars relating to prices, until 
the Post Office dropped upon the footnote— 

“This is a sample of our ‘Silver Linen’ Typewriting Paper,” 
and refused to allow us to make use of the Printed Paper rate of postage. 

The writer is intimate with Mr. John Steele, of Messrs. Spicer Brothers, Ltd., 
London, and has had a good deal of correspondence with him on the subject. 
We also got our local Member of Parliament, Major Mackenzie Wood, to raise the 
question in the House of Commons; and the writer has been keeping a close 
watch on all samples received, and a few weeks ago received a sample of a Print 
stating that the paper was the production of Samuel Jones & Co. (Devonvale), 
Limited, and that the picture was a specimen of the work produced thereon by 
John Kidd’s Photochrome Inks. This came through the post at Printed Paper 
rate of postage, so we took up with the Post Office at once, and the answer 
received from them is really too funny for words, as you will see from copy 
enclosed herewith.1 We have again written the Post Office stating that we read 
into their letter of 30th December that if we alter the footnote on our letter 
paper to read—. 


“ This is a specimen of the work produced on our ‘ Silver Linen ’ Typewriting 
Paper,” 


we shall be able to use it for circulars and send through the post at Printed Paper 
rate. : 

We up here are poor Scots, and are not just very clear as to the difference 
between a “specimen ” and a “sample,” but so far as we can make out, a 
“ specimen ” is something one has done before and is able to repeat, whereas a 
sample is part of a parcel one actually has to supply ; but, in the case of your 
friends, Mr. Arthur Stephenson, seeing that it is specimens of work done he has 
made up, he should take up with the Post Office in the face of their letter to us 
of 30th December, and we are taking the liberty of writing Mr. Stephenson on 
the subject. 

Yours faithfully, 


7th January, 1922. Tuomas Tait & Sons, LTD. 
Inverurie Mills, Inverurie. (Tuomas Tart, Director.) 
i 
1 [copy] 
“GENERAL Post OFFICE, 
“ LONDON, E.C.1. 
“ P.O. Reference 194478/21. “ 30ih December, 1921. 


“ GENTLEMEN ,-—— 

“With reference to your further communication of the 13th instant, I am 
directed by the Postmaster-General to enclose a copy of his reply to a recent 
question asked in the House of Commons and to state that, for the reasons 
explained therein, as the sheet of paper upon which your letter was written is 
admittedly a sample, it can only be treated as such, and be excluded from the 
privilege of the Inland Printed Paper rate of postage. 

“ The advertisement which is returned herewith does not bear any announce- 
ment that it is sent as a sample, and appears to be a specimen of printing produced 
by certain coloured inks, i.e. an illustration of the effect produced by the inks 
(as distinct from samples of the inks) on a particular paper. 

“ (Signed) R. N. HATSWELL, 
“ For the Secretary.” 
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To tHe EDITOR or ‘‘ BUSINESS ORGANISATION AND MANAGEMENT.” 
“SAMPLES OR SPECIMENS.” 


Sır, —The letter I sent you recently regarding the refusal of the Post Office 
Authorities to admit specimens of our work under “ Printed Paper Rate” has 
caused me to receive so many letters from firms faced with the same difficulty, 
that I feel the result of this encounter will probably interest your readers. 

The local district office was, of course, adamant; but refusing to allow the 
matter to rest there, eventually we received a visit from a most courteous gentle- 
man, who informed us that the conundrum we had propounded (i.e. ““ When is 
a sample not a sample ?’’) was so absorbing to the official mind that special 
opinion was being taken upon it. . 

A few days ago, the same gentleman called again and informed us that the 
correct answer was “ When it is a specimen ” ; consequently, as we had used 
the word ‘“‘specimens ’ ' throughout our printed matter, we could mail them 
under “ Printed Paper Rate.” 

As an illustration of the working of the official mind, we think this is almost 
unique; and it is fairly obvious that printers and advertising agents must 
remember that the use of the word “samples ” will cost them £4 3s. 4d. per 
thousand more than if they use the word “specimens.” 

Yours faithfully, 


263 High Holborn, London, W.C.1. ARTHUR STEPHENSON, 
9th January, 1922. (Managing Director, LEIGHTON & LONSDALES LTD.) 
+ ` # % 


Reviews 


Industrial Administration 


Research in Industry: The Basis of Economic Progress. By A. P. M. 
FLEMING, O.B.E., M.Sc., M.I.E.E.; and J. G. Pearcn, B.Sc. (Eng.), A.M.I.E.E. 
10s. 6d. net. (Sir Isaac Pitman-& Sons, Ltd.) 

With this book, Pitman’s Industrial Administration Series makes its beginning. 
Mr. Fleming is the general editor of the series, and he and Mr. Pearce have set a 
high standard for the venture. The term “ research ” is a wider term than most 
people suppose. Usually we think of it as indicating a lonely chemist isolated 
in a distant room, trying to make some discovery. That is an important side of 
industrial research, but it is not the whole of it. There are such developments 
as the study of the distribution of power, the arrangement of lighting and ventila- 
tion and heating, the careful planning of mass production and standardisation of 
parts, the encouragement of the whole staff to be a real and living part of the 
research work. “ The research department should also play its part in training 
apprentices of all grades who will ultimately work in other parts of the factory, 
and so help to permeate industry with scientifically-trained men.” Thus research 
will cover science, philosophy, economics and psychology; and this book will 
“open the eyes,” to use a commonplace phrase, of those who are only beginning 
to see the wider implications of industrial association. For example, the handling 
of Poincaré’s eemarkable studies is altogether admirable, and shows us that even 
discovery, “ the most capricious of all events,” has its laws and principles. No 
industry can be said to have been completely organised unless its directors have 
looked this question of research—in this widely inclusive sense—-plainly in the face. 


Local Government 


The Local Government of the United Kingdom. By Jonn J. CLARKE, M.A., 
E.S.S. 7s. 6d. net. (Sir Isaac Pitman & Sons, Ltd.) . 


This book serves two purposes. It is an excellent general statement of local 
government, showing the relationship of local government to general welfare and 
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to the powers and responsibilities of the citizen. On the other hand, it is a capital 
text-book for those members of the administrative staffs of local bodies who are 
called upon to pass examinations in local administration. Mr. Clarke has achieved 
both ends admirably. He has special qualifications for so doing. He is a 
University lecturer, but he is also in much demand for popular lectures to various 
societies of citizens which have been formed to study the fuller implications of 
citizenship. He covers the whole territory in this book, and gives an outline of 
history before each chapter, which is a model of its kind for clarity and condensa- 
tion. By the way, no employer of labour should fail to have by him Mr. Clarke’s 
admirable statement of the Education Acts of 1918 and 1921. 


A Manual on Essay Writing 


By B. L. K. HENDERSON, M.A., D.Lit., and ARNOLD FREEMAN, M.A., B.Litt. 
Foolscap 8vo, 162 pp. Price 2s. net. (Central Book Room, Workers Educational 
Association, 16 Harpur Street, W.0.1.) 


Intended specially for the guidance of students in the Workers Educational 
Association and Tutorial Classes, this helpful manual may be recommended for 
the perusal of every commercial student who would perfect himself in the graceful 
art of literary expression. Its excellent advice is given in so simple and agreeable 
a style as to be readily absorbed by all, and if the authors’ hints and directions for 
practice be carefully followed, great benefit to the student cannot fail to result. 


The Secretary's Manual 


By Jasms FITZPATRICK, F.C.A., and E. Haypon, M.A., Barriater-at- Law. 
Cloth, 418 pp. Price, 7s. 6d. net. (London: Jordan & Sons, Chancery Lane, 
W.C.) 


The latest edition of this well-known handbook of the law and practice of 
joint-stock companies has been thoroughly revised and brought up to date. 
Recent decisions affecting the company secretary have been carefully noted. 
First published in 1891, the book has now reached its seventeenth edition, and 
this fact will convey more to the class for which it is intended than any 
complimentary reference, however well deserved. 


The Conduct of, and Procedure at, Public and 
Company Meetings 


By ALBERT Onpw, Barrister-at-Law. Cloth, 267 pp. Price 5s. net. 
(London: Jordan & Sons, Ltd.) 


This is the seventh edition of a work of great utility to those who are 
concerned with the organisation of public meetings of every kind. Part I dis- 
cusses principles and general rules of procedure at public meetings other than 
those governed by the Companies Acts; Part II deals with the meetings of 
limited liability companies; while Part III gives valuable advice on the art of 
public speaking, and there are helpful appendixes. 


Encyclopaedia of Cotton Fabrics 


For Students and- others in the Cotton Trade. By Water Hover. Cloth, 
59 pp. Price 3s. 6d. net. (Manchester: John Heywood, Ltd., Deansgate.) 


The second edition of a handy volume which furnishes concise details of the 
structure of the various cotton fabrics in commercial use, and indicates the 
markets to which they are sent. It is the fruit of wide practical experience, and 
answers a pressing need among technological students and all those engaged in 
the cotton trade, whether on the production or the gelling sides. 
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NOTES OF THE MONTH 


Business Feeling on Postal Policy 


E is extremely doubtful whether the Government are even yet fully 
alive to the strength of the agitation among business men in favour 
of a return to cheap postage, and to the feeling of exasperation provoked 
among them by the policy of the postal department. Rightly or wrongly, 
dear postage and restricted postal facilities are saddled with much of the 
responsibility for the continuance of the trade depression. There is no 
subject which has so united the whole trading community in recent years 
as the demand for the immediate removal of the unpopular increases 
made by Mr. Kellaway last year, and the determination to secure an 
all-round reduction of postal charges. Abundant proof has been forth- 
coming of the disastrous effect of these increases, particularly on the 
printing trade, which of all key industries is surely that most essential 
to the well-being of the nation’s prosperity as a whole. 

The prospect that these hated increases are to be continued for 
another year in order to provide an anticipated profit of some 
£10,000,000 for the relief of taxation is regarded in business circles with 
amazement and anger. Greatly as the reduction of taxation is desired, 
it is even more urgently necessary that the strangle-hold of dear postage 
on industry should be released. The Government that would seriously 
consider continuing these unpopular imposts as a means of raising revenue 
is riding for a fall. Some idea of the feeling of the business community 
on this matter was afforded at the conference of representatives of 
commercial, financial, and industrial organisations convened by the 
Association of British Chambers of Commerce last month.. It is a 
portent which, in view of the probability of an early General Election, 
no Government would wisely ignore. 
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Salesmanship—New and Old 


Our American friends have been poking a little good-natured fun at 
some of the extravagances associated with the science and art of sales- 
manship. There is apparently a reaction among business men against 
the more fantastic ideas of the efficiency experts, and ridicule is being 
thrown upon the peculiar forms of expression adopted in the characteristic 
jargon of the salesman. The ’cute Yankee is finding out what his British 
cousin has always suspected, that there is a good deal of humbug in the 
half-baked psychology and the pseudo-science of some efficiency 
specialists. Many of their beautiful ideas originated in the American 
business schools, and it is mildly amusing to find them now being dis- 
owned in their very birthplace. Says the New York Evening Post 
apropos this subject-— 

A counter current is making itself felt in the literature of the Higher Salesman- 
ship . . Doubts have been raised about the gospel of the “‘ cleared desk.” „The 
business executive who never has anything in front of him but a pad of paper ona 
vast surface of mahogany—vwell, it is now being intimated that the man who keeps 
his desk clean by instantly making up his mind probably makes a good many 
wrong decisions. There is the high-powered specialist on form-letters which keep 
merchandise moving. It is now being suggested that the specialist might put a 
little less machine-gun into his style and a little more care into quoting the nght 
prices for the right articles. There is the story—unauthentic, no doubt—of the 
clerk who walked into the private office and found his employer and his employer's 
best customer chasing each other around the room. It turned out that both men 
had learned from the text-books on salesmanship that in any interview you must 
keep the other man facing the light and keep your own back to the light. The two 
were now striving for the preferred position. They compromised by sitting on 
the window sill. 

Common sense and the sense of humour are in revolt against the aberrations of 
salesmanship psychology and efficiency psychology with their hair-trigger intuitions, 
their steel-trap decisions, their subtle developments of personality, their minute 
readings of character, their conscription of Socrates, Dante, William James, and 
Elbert Hubbard to help sell foor varnish. The new idea has been to work like 
mad to make yourself a super-man and then sell things without turning a hair. 


The old idea was to work like mad trying to sell things. The old idea is coming 
back. 


x * xk 


"Ware the System Crank 


The protest is timely and may well be taken to heart on both sides of 
the Atlantic. Extravagant claims made on behalf of this ar that system, 
which bring their own refutation quickly enough, tend to invest the 
field of business efficiency with an atmosphere of quackery which is 
prejudicial to the interests of every true expert and every honest worker. 
Our readers will recall the vigorous attack on the system-monger which 
we published last June under the title of “System Run Riot.” The 
writer, Mr. J. B. Jordan, argued strongly that a business could be over- 
systematised, and said that salesmen were being turned out in such a 
stereotyped pattern that they were in danger of becoming talking 
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automatons. Can it be that his spirited warning has found an echo 
among American business men, even more notoriously harried by the 
system crank ? 


* * * 


The Decadent Year 

Such is the significant description given to 1921 by Messrs. Jordan & 
Sons, Ltd., in their annual analysis of the company registrations at 
Somerset House during the past year. There is, alas, only too good 
reason for the use of this lugubrious epithet, as is indicated by the 
statistics available. Only 6,395 companies with a nominal capital of 
£99,034,325 were registered last year, as compared with 10,065 with a 
nominal capital of £568,894,382 in 1920, a decrease of 36 per cent in 
number and 82 per cent in capital. The extraordinary reduction in the 
amount of nominal capital is attributed by Messrs. Jordan to the withering 
hand of the tax-gatherer, and it is obvious that the Capital Duty, which 
was raised in April, 1920, from 5s. per cent to £1 per cent must have 
yielded but little more, if any, in 1921 that it didin 1920. Mr. Herbert W. 
Jordan, managing director of the well-known firm of company registration 
agents, alluded to this matter when presiding at a recent lecture before 
the Secretaries’ Association, as an example of the way in which excessive 
taxation was avoided. As a member of a firm which paid over £1,000,000 
in duties and fees in a year, he observed that he was in a position to say 
that the imposition of a higher rate of duty had defeated its object. 


* x xk 


“W indow-Dressing ” 


A discerning office chief usually knows which of his staff really 
“ pull their weight.” Some will be noticed who are eager for fresh duties 
and responsibilities, but yet always seem to have a clear desk and a 
clear head. Others are always oppressed with manifold cares and 
worries, always in a hurry, always surrounded by papers ; yet a critical 
examination of their actual output may reveal surprising results. Watch 
those piles of paper for several days. Maybe it will be seen that they do 
not change ; the same batches of documents remain on hand from week 
to week. This may be quite all right, but very possibly it means that 
they are only placed on show for effect. Another man may be remarked 
who, as the manager passes through the office, always gets busy with 
the telephone at high speed, and complains impatiently of the inattention 
of the operator which is causing him to waste valuable time. Again, 
some bosses waste a good deal of secret admiration over the industry and 
devotion of a subordinate who, whenever his senior stays late, may be 
seen hard at work, and with every apparent intention of spending another 
hour at his: post. Judicious inquiry may reveal that these spurts of 
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industry only occur when the chief is staying late, and that on other 
occasions the man in question leaves sharp to the minute! All these 
folk are practising the noble art of “ window-dressing ”’ and their efforts 
should be valued accordingly. 


* * 


Legality of the Poor Rate: Dr. Powell’s Test Case 

Our versatile contributor, Dr. Ellis T. Powell, raised an interesting 
point regarding the legality of the Poor Rate when appearing before 
the Willesden Justices for the non-payment of rates. He explained that 
his refusal to pay was in order to submit to the Court that the poor law 
of Elizabeth, under which poor rates were levied, was no longer effective. 
He maintained that if there was a breach in the Constitution, all prior 
enactments fell to the ground. When James II fled from the country 
for about six weeks there was no Parliament, and during the six weeks 
all enactments fell to the ground. Therefore, the Elizabethan poor hw 
had been dead for 230 years. The Chairman: “ What about Magna 
Charta? Did that lapse?” Dr. Powell: “That was an agreement 
between the King and the Commons, and I should say it did not lapse.” 
The Chairman ruled that the Act of Elizabeth was still in force, and an 
order was made for the payment of the rate., On Dr. Powell’s application 
it was agreed to state a case with a view to appeal, and that pending 
such an appeal distress would not be levied. 


* ka xk 


Work of the Institute of Industrial Psychology 

Employers who, while sympathetic towards the work of the Institute 
of Industrial Psychology, may even yet be somewhat dubious as to its 
practical value, should address themselves to Dr. G. H. Miles, the 
assistant director and secretary. He would have no diffculty in con- 
vincing them of its supreme practical importance. In the course of a 
recent interview, Dr. Miles brought forward many striking examples of 
the successful co-operation of the Institute during the past year with 
leading firms in solving difficult problems of production. As he explained, 
its work is based on the best methods of applying human energy in 
factories and offices, especially in regard to the elimination of unnecessary 
movements, the best distribution of rest periods, reduction of monotony, 
and increase of interest. It inquires into health and welfare conditions, 
and is co-operating with educational authorities in determining mental 
tests for vocational guidance and for selecting the most suitable candi- 
dates for special training. As a result of investigations made at the 
instance of various firms amongst their workers exceedingly valuable 
practical recommendations have been made. In the case of a firm of 
paint and varnish manufacturers, by changing the size of the piece of 
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Sheet metal used in the tin box-making department by the worki 
the stamping presses, it was found that they could work with 
greater facility, and there was a saving of time amounting in two inst 
to as much as 34 and 39 per cent. In another investigation a new met 
of working was introduced, which enabled the workers to carry 

“automatically ” instead of having to make decisions about thei 
and which increased output by over 35 per cent, while also red 
fatigue at the end of the day. Other equally helpful suggestions (E00 
been made by the Institute’s investigators, which have been greatly a 
appreciated by both employers and workers. When it is remembered ——__ 
these are but the first-fruits of the study of the scientific application of oe 
human energy, it will be realised how extensive is the field for the | 
Institute’s investigations, and how much they deserve the cordial support ae 
of every industrial worker. : 


% $ ka 


Small Economies in Business | 
To paraphrase a famous saying of Mr. Balfour’s, we are all economist 
nowadays. Economy has become the fashion, the popular craze of the Ja 

moment. It should be ruthlessly applied to x 
everything and everybody, except—“ Ay, 
there’s the rub.” Under the beneficient lead 
of the Government we are all vigorously 
talking about it, and now that the great 
Geddes axe has really got to work there 
should soon be “ something doing.” Mean- 
time, pots of ink and reams of paper are 
being cheerfully wasted in the best interests 
of economy. It has been left to Mr. F. J. C. 
Pole, the General Manager of the Great 
Western Railway, to suggest one way in which 
every business employee can practise a virtue 

which is vitally needed at the present time. “Photo TTT plie. 
_ In the course of a communication which he MR. P. 3, O. POLE 
-chas issued to the 90,000 employees of the ae 

-company, he invites the co-operation of every one of them in the ma : 

of small economies, which, though unimportant individually, in 
aggregate total a very large sum indeed. For instance, he poir 
that if only a penny a day were saved to the railway by each ser 
the company, there would be a total saving during the year of £’ $ 
Full details are given in the circular of the cost of various small ar 
in everyday use, by way of enforcing the practical nature of the < 
Mr. Pole’s example might be followed wit itage by every 
executive, We venture to think that in many factories and office 
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~ cumulative result of a few ‘months’ | working along these lines would be as 


astonishing. By economy is not meant a cheeseparing niggardliness in- 
the issue of materials but rather the exercise of careful thought to see. 
that none are wasted. It is well to remember that efficiency and economy 
go hand in hand in all good management : the one without the other is 
too expensive to last. 7 ¿ 


* $ * 


All Round Cost Accounting: British Industry's 
Hardest Fight 


One of the most interesting men in public life to business men is surely 
Sir Lynden Macassey, K.B.E., D.Sc., the eminent King’s Counsel and 
authority on industrial disputes. Few men 
have a greater variety of interests, and 
he has achieved distinction in them all. 
Trained originally as an engineer—he is an 
Assoc.Inst.C.E., and of the Surveyors’ Insti- 
tute-——he was called to the Bar in 1899, and 
throughout a distinguished legal career he 
has maintained a keen interest in industrial 
conditions and labour problems. During the 
war he rendered yeoman service in various 
capacities, in the end being appointed Director 
of Shipyard Labour at the Admiralty, where 
B " his practical knowledge of engineering served 
Photo =m 6 Fry Dim in good stead. Sir Lynden Macassey 1s 

SIR LYNDEN MACASSEY especially interested in management problems, 
and is closely associated with the Institute of 

Industrial Administration. He believes that at the present time English 
industry is up against the hardest fight which has ever confronted it, 
and he urged at a recent meeting of the Institute, held at the London 
School of Economics, that if it was to succeed in that fight an all-round 
adoption of the system of cost accounting was absolutely essential and 
a perfect understanding was necessary between employers and employees. 
Sir Lynden recalled that when he was Director of Shipyard Labour, a 
large section of the men were “ out” and the dispute had arisen in 
regard to the price to be paid to the workmen for one operation in one 
particular shop. It was eventually decided to institute a detailed system 
of cost accounting in connection with that particular operation. The 
workmen were allowed to see the statistics, and they weré so satisfied 
with the result that the strike was settled within five minutes after the 
cost accounting had been placed before the trade union leaders. Proper 
systems of cost accounting should be kept in every industry and should 
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be available to the re he declared. By d lich this a great deal- 
would have been done to assist co-operation and progress in the two. 
great sides of the industrial arena, namely, capital and labour. 





x * A 


Labour Policy and Costing Reform - 
Mr. J. McKillop, who also addressed the meeting, said there was 1 
much competition among employers to ever get the necessary a 
of co-operation among them for costs to be satisfactorily ascer: 
though it was true one or two industries had made a start in that \ v oe 
notably the printing and the cotton trades. ee 

This may be a lamentable fact of present- -day conditions, her if me 






`: tremendous rate of progress in costing science and practice which. has” ee 


- attempt to force a Socialistic millennium by the- policy of wo 
= such a manner as to make the present system of private © 


E 1 Lastitute of Cost and Works Accountants, which held a most suece 
~ conference last month at the Holborn Restaurant. Lord Weir of F 


been achieved during the past decade be maintained, there is no reason oa 
to fear that it will remain permanently a dominating factor of the. 
sityation. The whole tendency of industry is in the direction of e 
amalgamation and pooling of conflicting interests, and the consequent 
elimination of wasteful competition. What has been achieved in he ERI 
printing and cotton trades is quite possible in other industries, and i 

is in itself an earnest of the steady approach of that advanced stage of 
all-round costing efficiency which Sir Lynden Macassey advocates. : 
is somewhat surprising that greater emphasis has not been placed by 
larger trade unions on the demand for proper costing records whic 
be open to the inspection of the workers or their representativ 
is reform in a-direction which offers great possibilities to both emplo 
and employed. When workmen know the facts they are less likel pe. 
indulge in extravagant and crippling demands which would make prol -o 
able business impossible ; and moreover, in prosperous times they would 
be better placed than they have been in the past te secure the 
share of whatever financial success be achieved. Intelligent lead 
would concentrate greater attention upon such a reform than. a 




















impossible. 
| * * * 


The Organisation of Costing Experts 


» Meanwhile, it is encouraging to note the steady progress- of the 













wood, who presided, described it as the first industrial costing conf 

ever held in this country, and remarked that the Institute had- 

than justified its existence, and had- „emphasised the importance of a- 

phase of commercial life to which. hitherto sufficient attention had not. 
447 











Commit ittee: af the je ad on a read by Me pri | 


- “ The Necessity for Scientific Costing.” He said that t ten years ago co osto 
accountancy was practically unknown in this country. During the war, : 
however, Government departments and manufacturers of war materials — > 


had recognised the necessity for the scientific application of costing 
methods to production on a large scale. The system aimed at: (1) 
determination of true cost ; (2) provision of a reliable basis for estimates ; 

(3) control of stocks and work in progress; (4) valuation of work in 
progress and semi-finished products; and (5) provision of statistical 
information for the guidance of management. It would be seen that 
the man undertaking such a class of work should be one of undoubted 
ability and absolute integrity, and the question of the training of such 
“men was one of the principal concerns of the Institute. 


aK ka * 


To Capture Indian Trade: Managing Director's 
Mission 

Mr. E. W. Petter, managing director of Vickers-Petters, Ltd., the - 
well-known industria! and marine oil engine manufacturers, and Chairman. 
of the British Engineers’ Association, 1s now 
in India, negotiating orders for his firm, and 
thus actively assisting in the coming of the 
trade revival. In the course of an address to 
his employees, shortly before hfs departure, he 
announced his intention of not only trans- 
mitting orders through the post; but of 
bringing more back in his book. This cheery,- 
optimistic spirit is true to the best traditions 
of British industrial enterprise, and will do 
more “to beat the slump” than anything 
else. There are promising signs that the tide 
i of international trade is turning once more in 
Pb” ota Fy the direction of this country. One of the. 
Ssh ve ee apne most notable of these was the recent success 

of the Metropolitan Vickers Electrical Co., 

“Manchester, in securing the huge contract, valued at between £750,000 





<- and £1,000,000, for material required in the electrification of the South 
_ African railways. Again, Sir Peter Rylands told the members of the 
i -London Iron and Steel Exchange, at the annual dinner, that we could 
oo now look forward to better things. During the past eighteen months’ _ 
stagnation stocks throughout the world had been depleted, and the 
ot Ce ontinent could not meet the new demand. The circumstances of the i 

time were encouraging and gave room for optimism and hope. | The: 
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further fact that leading British manufacturers are themselves going out 
after foreign orders shows that they are tackling the situation with 
vigour and courage, and gives abundant reason for anticipating that a 
period of renewed prosperity is at hand. 


* * * 


Japanese Business Man’s Napoleonic Idea 


It has lately been our privilege and pleasure to welcome a representa- 
tive body of Japanese business men to this country, the object of whose 
visit was to study economic, business, and financial conditions prevailing 
in London and other great commercial centres. The members of the 
Japanese Mission came ostensibly as students, but they are students 
with ideas of their own, and one of them, Mr. G. Takikawa, President of 
the Toyo Match Co., of Kobe, and of the Kobe Chamber of Commerce, 
is evolving a scheme of quite Napoleonic audacity. Some of the biggest 
conceptions of British business men, not to speak of those of the 
Americans, appear almost Lilliputian by comparison with this ambitious 
project from Japan. Briefly, it is a matter of matches—a subject which 
touches the pockets of most of us. Mr. Takikawa has dreamed of a 
world-wide combination of match manufacturers, and is at present in 
negotiation with match manufacturers in various countries with the 
object of bringing such a combination into being. He asserts that it 
would result in lower prices for matches, and this is certainly a great 
argument in favour of its acceptance with all those who recall the halcyon 
pre-war days when matches were a penny a dozen boxes. 








%k a * 


A World Combination of Match Manufacturers 


In a delightful article contributed to the British Trade Review Mr. 
Takikawa thus explains his idea— 


One of the results of the war has been an increase in protective tariffs, although 
it is clear that if all countries insist on high tariffs it will be to the disadvantage of 
all. We in Japan want to find the best way to make close business connections 
with other countries. Personally I am strongly in favour of working arrangements 
being made between manufacturers in different countries. For instance, supposing 
all the match manufacturers in the world combined and arrangements were made 
so that the Japanese makers had one market, the British another, and so on’: the 
tariff on matches could then be abolished, and the price of matches would go down 
in consequepce. This may not seem logical at first sight, but if it were found that 
the match makers were profiteering the Governments of various countries could 
introduce legislation to control prices. My firm is already negotiating with match 
manufacturers in other countries with the object of bringing about a great world- 
wide combination of match manufacturers. This principle might be applied to 
many industries. Instead of tariffs let us have international working arrangements 
between manufacturers, coupled with national legislation to control prices. Let 
us finish with war, whether by armies or industrially. Let us also bring Germany 
again into the ring of nations ; let us make commercial friends with Germany again. 
Also let all the nations—more especially England, America, Japan, and France— 
support China in the Far East and help her to develop her great natural resources. 
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Would it be in the Public Interest ? 


The sheer magnitude of this Japanese conception makes it undeniably 
attractive, but is the idea likely to command general support? It is, 
in effect, merely an extension of a well-known business principle. From 
the working arrangements between different manufacturers belonging to 
any one country, which are becoming more and more a feature of modern 
commercial organisation—the vertical and horizontal' combines provide 
good examples of these—to the creation of similar working arrangements 
between manufacturers or manufacturing groups operating in different 
countries is, after all, only another step along a trail already blazed. 
There are obvious advantages, but are there not disadvantages and 
perils even more apparent? There is, to begin with, a well-grounded 
suspicion in the public mind against all large combinations which form 
an unhealthy check on the free play of competition. Such a working 
arrangement between the match manufacturers as is proposed by Mr. 
Takikawa would practically abolish all real competition in the productien 
of matches, and it therefore strikes at the root of the competitive system. 
Again, what great combination of manufacturers was ever formed of 
which the alleged ratson d'être was not to reduce prices? Nevertheless, 
the public remains curiously obsessed by the conviction that big combina- 
tions result, sooner or later, in prices being artificially raised against the 
consumer. Experience during the war of the proposed safeguards— 
Government controlled prices and anti-profiteering legislation—makes it 
extremely unlikely that they would be accepted by the majority of 
people as adequate to meet the danger of exploitation. Viewed in this 
light, the prospect of such a world combination being extended to other 
industries is alarming enough, and it is therefore, we think, open to the ` 
gravest doubt whether to supersede tariffs by international working 
arrangements between manufacturers would be in the public interest 
at all. 





mi) Oo 











O D 


450 





“The departmental system gives us specialists, men with a thorough knowledge of a 
special line of business, tohile the divisional system produces the ‘ all round’ man.” 





Industrial Structure 


II]. ‘Organisation by Department and by Division 
By “M. R. L.” 











This valuable article gives a lucid explanation of the departmental and divisional 
principles which underlie all large organisations, and which have reached their 
fullest development in the railway systems of this country and America. The writer, 
who prefers to remain anonymous, has the highest academic qualifications and a 
very wide practical experience of the organisation of large companies. 






HE question of organisation is being considered by many business 

men to-day, in some cases merely because they are not satisfied that 
their existing arrangements are as efficient as they should be, in others 
besause it has become evident that a complete overhaul is absolutely 
necessary. In some companies the object to be attained is clear enough 
and re-organisation is a straightforward matter. In others this is not 
so; there is something wrong with the system, but those responsible are 
not certain where to start their task of reform. They grope blindly 
amidst a mass of detail with no clear direction or purpose. 

We believe the broad principles outlined in this article may help to 
guide any who find themselves in such a position, and may further be of 
some general interest to all who study business organisation. As with 
most other problems the right way to approach this one is by means of 
classification ; this method supplies us with labels, and makes comparison 
and analysis possible. If organisations can be classified we shall get 
something useful to work on, some general guiding line through the 
maze of detail. 


Fundamental Difference between the two types of 

Organisation 

The simplest and at the same time the most comprehensive classi- 
fication of the subject.is a twofold one; the divisional organisation and 
the departmental organisation. These two forms of organisation repre- 
sent two fundamentally distinct principles. The divisional method, to 
put it very Briefly, proceeds on the assumption that a large undertaking 
is best managed in divisions, each of which is a self-contained unit, 
capable of immediate action without needing to wait for authority from 
above. The departmental method on the contrary creates an organisa- 
tion by departments, with the chain of responsibility running down through 
each department from the manager to the junior clerk or mechanic ; 
each department is an independent unit whose members are responsible 
only to their departmental superiors and do not take orders from anyone 
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in another department. The general manager alone is outside the 
departmental arrangements; he controls and co-ordinates all the 
departments, 


Their Contrasting Principles Illustrated 

A very bald illustration may serve to explain the two systems of 
organisation and show the contrasting principles which underlie them. 
Many a large modern company acts for a number of smaller companies 
which are all registered at and managed from the offices of the large 
company. In a departmental scheme of organisation, there would be 
three separate departments, let us say, for the trading, accountancy, 
and secretarial work of these small companies. On strict divisional 
lines, however, the companies would be split up not by departments 
but by territorial sections, or according to the nature of the various 
businesses, and a divisional manager would be in charge of each group 
and would combine in himself the functions of accountant, secretary, 
and sales manager. Or, to take another example from the railway world, 
where divisional and departmental methods of organisation are sharply 
contrasted in the systems of this country and of America, under depart- 
mental arrangements a district goods manager has no authority over a 
guard because the latter is a member of the superintendent’s department, 
not the goods department, and similarly an engine driver, being in the 
locomotive department does not take orders from a district engineer. 
But in a divisional railway organisation there is a divisional superinten- . 
dent in charge of each section of the railway, who gives orders to all 
subordinates working in that section, whatever their departmental work 
may be. The diagrams on page 453 illustrate the main distinction 
between the departmental and the divisional organisation of a railway 
system. 

In other words the departmental system gives us specialists, men with 
a thorough knowledge of a special line of business, while the divisional 
system produces the “ all round ” man, and is par excellence the training 
ground of the general manager. 


The Eternal Conflict between the Specialist and the 
All-Round Man 


One of the fundamental contrasts between the two systems of divi- 
sional and departmental organisation begins to emerge, namely, the 
eternal conflict between the specialist with profound knowledge of his own 
line, and the man with general if limited experience of business as a whole. 
The question deserves attention from this point of view, if from no other, 
since obviously it is a matter of importance to most large concerns that 
their plan of organisation shall be so arranged as to produce and give 
scope for the particular qualities they may require in their senior men, 
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Some companies need the specialists and would therefore favour depart- 
mentalism, others seek for the all-round man and should consequently 
encourage divisional methods of organisation. Which is the better 
system cannot be arbitrarily laid down, but it can be stated most emphatic- 
ally that a concern which aims at bringing on the most promising of its 
younger men with a view to finding managerial ability, should favour 


I.— DEPARTMENTAL ORGANISATION. 
General Manager 
| 





| | me 
Superintendent of the Line’s Locomotive Engineer’s Civil Engineer’s 
D Dept. Dept. 


Assistant and Office Staff Assistant and Office Staff Assistant and Office Staff 


District Superintendents Running Superintendents District Engineers 
å Inspectors EA Gangers 
Station EN Engine Drivers, etc. Platelayers, etc. 
eee etc. 


II.—DIVISIONAL ORGANISATION. 
General Manager 


Superintendent of the Line, Locomotive Engineer, Civil Engineer, 
etc., as above etc., as above etc., as above 


Divisional Superintendents, 
each in charge of a section of railway 
| 


Station Staff Foremen and Engine-drivers Gangers a Platelayers 


divisional organisation, while one which is looking for experts or specialists 
in certain spheres of work should tighten up its departmental 
arrangements, and organise strictly on that basis: 


f 


How to Classify an Organisation — 

But, it may be asked, how can one decide which system of organisation 
is actually current in any given business? The simplest way is to put 
the existing organisation on paper; make a chart of the personnel of 
the business, a sort of family tree in which responsibility instead of 
parentage is depicted, as in the rough diagrams above. If the system 
is purely departmental, the chart will show an unbroken chain of responsi- 
bility running straight down in each department, from commander-in- 
chief to drummer-boy ; each member of the staff will have his depart- 
mental superior, but will receive orders from no one outside in another 
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department. If, however, the system is divisional, there will be divisional 
or district officers who will cut across the lines of descent of the various 
departments, and break the chain of departmental responsibility. They 
are the men on the spot, acting in their smaller spheres as the general 
manager does in a far larger way, controlling and directing the work of 
staff belonging to various departments, who report direct to these divi- 
sional officers instead of being answerable only to a superior departmental 
chief. 

But, it will be said, is it not always the case in any large concern 
that there is some such divisional official, who relieves departmental 
heads of the minor affairs in their departments ? It appears so at first 
sight, but on closer examination it will often be found that this 1s not 
really the case. The local manager or superintendent may pay the staff, 
and be responsible for their hours, discipline, and welfare, but these are 
extra-departmental matters, and if his authority ends there the organisa- 
tion is departmental, not divisional. Only uf he controls the working 
of the departments at his branch or in his section, and can decide tech- 
nical or departmental questions—can in fact conduct business transactions 
and carry on as a general manager in miniature—is he truly divisional. 


Divisional Methods do not Imply Lack of Control 

We are dealing with the matter in broad general terms only, dis- 
regarding detail, but we should point out here that divisional methods 
do not imply any lack of control from the top. The divisional manager 
or superintendent is not an independent trader or manufacturer; he 
reports to headquarters and his actions are reviewed by his superiors. 
The point is, however, that in his district or depot he ts free to act, and 
expected to act, on his own initiative; he gives decisions which are re- 
quired immediately, and in performing his duties he directs the work of 
personnel belonging to various departments. The travelling inspectors 
of the company, auditors, canvassers, buyers, engineers, etc., will deal 
with him when they call on their rounds ; in a departmental organisation 
they would in all technical matters go past him to the departmental 
men under him. 


Inconsistencies: A Caution , 

We should perhaps add a word of warning. Those of our readers 
who may take the trouble to set out the chart of some business organisa- 
tion in which they are interested, will almost certainly find many incon- 
“sistencies. They will come across purely departmental organisation in 
some spheres of the concern, and traces of divisional control in other 
directions. The personal element will constantly intrude ; few organisa- 
tions are so perfect that exceptions and departures from plan have not 
crept in here and there, because some particular individual had to be 
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provided for, or some portion of the business was left out of the general 
scheme and continued as a self-contained unit. Such exceptions may 
or may not lead to overlapping and inéfficiency, according to their size 
and importance. They mar the picture from a theoretical point of view, 
but actually they may be such negligible defects or possess such practical 
advantages that they can be left undisturbed in any overhaul that is 
contemplated. 


What has been Gained 


The main value, however, of examining any business concern from the 
point of view suggested here is that it enables one to establish certain 
broad guiding principles, and to know what type of organisation one is 
handling. It will be found in practice that considerable progress has 
been made in dealing with organisation problems when one has got so 
far as to see clearly that the organisation in question may be classified 
as divisional or departmental, or when the chart reveals that it is just 
a fortuitous jumble of the two systems. The further question may then 
arise, and we shall attempt to throw some light on this in another article— 
have the alternative systems of organisation, the divisional and the 
departmental, any special advantages over each other in different fields 
of business enterprise, beyond their influence on personnel to which we 
have briefly referred ? ” 


Giants of Finance 
Judge’s “ Close-Up” View 


ATN comments on the business methods of some great business men 
were made by Mr. Justice Coleridge, when he gave judgment for plaintiff in 
the action brought in the King’s Bench Division by Dr. W. T. Farncombe, of 
Harborne, Birmingham, against Messrs. Sperling & Co., stockbrokers, London. 
It was a test action, in which plaintiff sought specific performance of an 
agreement to purchase his 13,782 ordinary shares in Baldwin’s, Ltd., at £3 per 
share, or alternatively damages for breach of the agreement. His Lordship said— 


In pursuing my difficult way through these contradictions (in evidence), I derive perhaps some 
consolation in the reflection that these giants of finance, upon closer investigation, dwindled down 
to very ordinary proportions. 

They transact business with each other, involving millions, in the most unbusinesslike way. 
They meet, they chat, they disappear without making any memorandum of what passes, or any 
contemporary entries in diaries to confirm their recollection. 

They trust memory alone to recall long and elaborate conversations at varying mtervals, and 
when, finally, they make a written contract (if the defendants are right), they do not even make it 
clear who are the contracting parties, and the terms of the contract, which are said to be the 
foundation of the contract, are intentionally left out. 

They have all vouched for one another’s unimpeachable character, but when they have 
respectively appeared in the witness-box they have given each other the polite lie. 

Ed 
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The Business Man of the Month 


MR. W. L. HICHENS 
By ARTHUR 8. WADB 


No man oan serve two masters: he cannot serve himself and the: Community 


ve. cannot get away from the community when writing of Mr. W. L. 
Hichens. He is so finely tempered as a social being that it must be 
the background of any study of his many-sided personality, or else the 
study will be neither complete nor truthful. Taken by itself the above 
quotation—-a real keynote of his character and one of many similar 
sayings scattered about in his public utterances—might seem a little 
“preachy ” and too diffused in its meaning to convey much to the 
` individual hearer or reader. But that minor criticism goes down when 
we remember that upon this slightly altered Biblical text, Mr. Hichens 
has built both a philosophy and a working creed. His message to both 
his own class and the labouring class is that neither of them is in industry 
for the benefit of his own particular health, but for that of the community. 
He has proclaimed this fearlessly and\frankly—even at company meetings, 
with shareholders wondering what was coming next, and to working 
men when they seemed to be asking for the earth. His courage is as 
strong as his convictions. 


An Idealist in Industry 


The great difficulty in writing about Mr. Hichens is to avoid deep 
waters. So many fascinating theories of industry generate in his scholarly 
mind that oné is tempted into all sorts of by-roads with beautiful but 
endless vistas. The cardinal thing to see, however, is that he is netther 
doctrinaire economist, nor individualist, but a social student who regards 
the benefit of the whole community as supreme. What is good for it 
is good for allinit. This is a daring belief. It is one that never dawned 
on the older economists and industrialists. It is idealistic. And the 
chairman of Messrs. Cammell Laird, Ltd., is an idealist—a persistent 
idealist. He views industry not from the biead:and- butter, devil-take- 
the-hindmost standpoint of machine-made political economy ; but from 
the humanistic standpoint of one who knows that man does not live by 
bread alone, that he has aspirations and desires outside the range of the 
text-books of commerce. One cannot stress this idealism more than 
Mr. Hichens’ own words do: “ May it not be,” he asks, going very deeply 
into our present discontents, ‘ that the solution of the industrial problem 
lies beyond the merely intellectual and legal formulae, beyond all 
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economic doctrines, and depends upon our attitude to social existence— 
in plain terms, on our moral code? ” The Genoa Conference cannot do 
better than try to answer that question. 


Work as Social Service 


I asked a young trade union leader of extreme views what impressions 
he had brought away after hearing Mr. Hichens speak on several occasions. 
I wanted to compare his views with my own. “ He made me feel,” said 
my friend, thoughtfully, “ that if you do your job well in, say, Liverpool, 
you make life better for the man in Peckham. I forgot the grasping 
type of employer when listening to him. In fact, he seems to put us all, 
-employers and workers, in one class—servants of mankind. If only 
there were more like him!” I agree very largely in this judgment. 
But the miracle is that the Morning Post—the other extreme—is 
similarly impressed. It rhapsodises over Mr. Hichens as an employer— 
nay, as the first British employer—-who has thought out a philosophy 
of life and culture for himself, and as one “ who desires our young men 
to be well-educated so that their minds shall be capable not only 
of use and duty but of delight.” What talisman reconciles these 
irreconcilables ? 


Financier and Business Organiser . 

Mr. Hichens’ career goes a long way towards answering the question. 
This self-possessed, polished young man-—for he is still in his forties— 
with the cultured voice and style,.a man who by his manners and dress 
would have won even Lord Chesterfield’s approval, has accomplished 
many great things in which the talents required were those of the 
humanist, harmoniser, and helmsman. Those are his qualities to-day. 
His popularity, which is nowhere greater than among his own firm’s 
workmen, is due to the general recognition, largely unconscious, that 
these are the qualities the world needs. 

Educated at Winchester and New College, Oxford, he entered upon 
his career as financial expert with the asset of a first-class all-round 
scholastic training. As a member of the Egyptian Ministry of Finance, 
and then as Town Treasurer of Johannesburg, he got a profound grip of 
questions of public finance. The area of Johannesburg extended from 
four square miles to 87 during his period of office. Afterwards he took 
up the wider work of Treasurer of the Transvaal. It was in 1910— 
when he was only 36—that he became chairman of the great firm of 
Cammell Laird, Ltd., the position he now holds. The concern had 
got into something of a backwater ; but his talent for organisation soon 
brought it back into the stream of prosperity, and the fourteen years 
of his guidance have seen extensions and improvements which would 
have seemed incredible to men of a decade ago. Cammell Laird’s will 
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now deliver a host of things at your command, including battleships and 
ocean liners built throughout by themselves. 

Of the services Mr. Hichens has rendered to the State in the trouble- 
some years we are now hoping are nearly at an end little need be said, 
for they are familiar to all. He is one of the Prime Minister’s most 
trusted financial advisers, and in that fact there is hope for the country. 
His gift for seeing a problem in its full significance should find valuable 
expression in our policy, and nowhere more than in regard to the education 
of the people in which Mr. Hichens has shown a passionate faith. 


An Inspiring Personality 

If the State has a valuable adviser in Mr. Hichens, the man in the 
street of the present day has also an example and a helper. At no time 
in our history, perhaps, have we had so many cynics. Cynicism sits 
with you in the tube, rides with you on the ’bus, and invades your club. 
It stifles politics and saddens literature. But here we have a gseat 
industrial leader who is without a trace of the vice of the age. His 
personality radiates belief in human kind and in its destiny. Travel 
over the four quarters of the globe, study of men in all civilised countries, 
and deep reading of history, have given him entire confidence in progress 
and a scholarly creed of optimism. His insistence on the necessity of 
all giving service fo the community arises from his faith in the com- 
munity. It is worth working for. A man who proclaims that in these 
days is worthy many followers, especially among the industries and 
businesses to whom the community as the consumer means everything. 


What the Business Man Reads 


NE of the greatest purchasers of the cheap edition at its higher price has been 
the business man. He has been enormously attracted by the modern mystery 
or detective story and by those tales of the “ wild and woolly ’’ West which have 
come to England from the United States in such profusion. It is long since Mr. 
H. G. Wells derided the “ tired giant ” of commerce as a setter of standards to the 
serious novelist ; so long that most of us have forgotten the when and the why 
of that diatribe. Now, as then, there are a multitude of tired giants who do not 
in the least mind confessing that they care nothing for literature, but like to read 
a “ good yarn,” the more exciting the better, and as for probability—well,. never 
mind. Itis they who delight over a good fire of a winter’s evening in cowboys and 
desperadoes of the Wild West. And so the old boys are really we boys who buy 
this kind of cheap edition.— The Times. 
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This important article explains the natural resources of cheap power in South America, 
and the opportunity that exists for the British manufacturer of industrial machinery. 





The Power Resources of South 
America 
Their Relation to Anglo-South American Trade 


By CHARLES POMY EEEE EE, 


Late Correspondent of ‘‘ The Times” in South America; ` 
Author of “ Through Guatemala and Central America,” “' The Great 
States of South America, etc. 


A the States of South America produce very few of the 
manufactured goods required by their 60,000,000 people there is, 
at the present time, a very keen desire for increased industrial expansion. 
This new spirit of enterprise can be turned to good account, as explained 
in a former article, by British manufacturers of machinery which is 
suitable for converting the raw materials pees there into finished 
products, 

There is, however, one essential factor upon which these countries 
depend entirely for their industrial future. It is the exploitation of the 
natural resources of cheap power, and the recognition of this by the 
countries themselves has produced a keen demand for foreign machines 
and experts capable of developing the hundreds of rivers, waterfalls, 
coal-fields, oil-fields, and vast common timber resources on a thoroughly 
practical, up-to-date, and scientific scale. 

More than anywhere else in the world this is the essential factor of 
development in South America, because these ten states have suffered 
severely from the stoppage, during the past seven years, of the stream 
of emigrant labour from Europe, and, simultaneously, the drastic reduction 
of their revenues through dependence upon indirect instead of direct 
taxation. The consequence of the latter is purely financial and transitory, 
but the result of the former is far more serious, because it retards develop- 
ment in every direction and the loss cannot be made up in a few good 
years. This means that both skilled and unskilled workers are compara- 
tively scarce, and, combined with the high cost of living and rate of wages, 
makes it absolutely necessary not only to provide labour saving devices 
wherever possible, but also to supply cheap power to enable new and old 
industries to produce finished goods which will compete both in price 
and workmanship with similar imported articles. The protective tariffs 
help considerably, but in themselves are not sufficient if the sources 
of power, such as coal and oil, have to be imported. 
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Utilising the Water Powers 


Notwithstanding the vast coal and oil-fields, both developed and 
undeveloped, which are known to exist in South America, the harnessing 
of the enormous water powers, available in many parts, offers, perhaps, 
the best outlet for immediate enterprise, combined, in some cases, with 
the conversion of the power obtained locally into electric current for 
transmission to populous centres and factory sites. 

Quite a lot has already been done in this respect in Brazil. The city 
of Rio de Janeiro obtains the current for its tramway service and for 
light and power from the hydro-electric station at Ribeiro des Lages, 
situated about 50 miles from the federal capital. By means of an 
immense dam the capacity of this station has been raised to over 
224,000,000 cubic metres of water. The monthly cost of current for 
factory purposes averages from {1 to £2 per H.P., according to the 
amount consumed, and for lighting purposes about 6d. per candle-poWer. 
These prices in such an expensive city as Rio de Janeiro have only been 
made possible by the utilisation of the natural power of the Larges River. 

The second most important city of this great republic, Sao Paulo, 
has its hydro-electric plant on the Teite River, about 28 miles from the 
city. Here the cost of current is slightly less. Among other stations 
in Brazil may be mentioned the one situated at Piabanha, near Petropolis, 
the hot weather mountain resort of the well-to-do residents of Rio, 
which supplies the current for several towns, and develops about 
18,000 H.P. 

These, together with several others in the States of Sao Paulo, Piauhy, 
and Espirito Santo, represent the smaller falls and sources of water power, 
which have been chosen for the early erection of hydro-electric plants 
because of their proximity to the largest cities. The station on the 
Fructeiras River (4,000 H.P.), in the latter state, supplies current to 
a large number of industrial undertakings, including timber, paper, 
cotton, oil seed, and sugar mills, plantations, and refineries. 

There are, however, enormous supplies of energy awaiting develop- 
ment, which have for their only drawback a position necessitating 
longer cables than those enumerated above. The falls of the Rio Grande 
have been estimated to yield nearly 1,500,000 H.P., and the great cataracts 
of the Paraná, Iguassi, and Paulo Affonso would equal, if they did 
not surpass, the enormous electrical output of Niagara. 

In the State of Minas Geraes, concessions for the utilisation of the 
numerous waterfalls are granted on petition to the Secretary of Agri- 
culture, at Bello Horizonte, the capital. The petition must state: 
(1) the purpose of the works; (2) the estimated power; (3) the position 
of the station and falls ; and (4) the land required for the cables. When 
this has been done, a preliminary concession lasting for 18 months is 
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granted, to enable the technical plans to be completed and passed. 
The principal conditions pertaining to the granting of the final concession 
are, that one-third of the energy obtained may be reserved for public 
works, and payment for the current consumed be made at pre-arranged 
and equitable rates. 

The city of Bello Horizonte furnishes free electric power to newly 
established industrial concerns, and light to commercial or private 
consumers at about 8d. per candle power per month. It should be 





WATER RESERVOIR, NEAR TRITE RIVER 
Supplying the City of S880 Paulo with BKlectric power and water 


noted here that the system very largely adopted throughout South 
America is the basing of the charges on the number of lamps installed 
and maintained per month, without reference to the current consumed. 
This is often done to save the abnormally high cost of unported meters. 
Although these prices may seem high when compared with those ruling 
in the large cities of England, especially in view of the cheap source of 
power, it must be reiterated that the cost of living in South America is 
excessive, but salaries and prices have long been adjusted to suit these 
conditions. 

In the little Republic of Uruguay a special survey of all the rivers of 
the country has been made by an American engineer on behalf of the 
Government, with a view to their utilisation for the creation of cheap 
electrical energy. The rapids of*the Rio Negro, a tributary of the 
great Uruguay, are to supply power for a hydro-electric plant which the 
Government have been installing for some years. In Peru, the Cordillera 
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of the Andes provides many falls which could either be harnessed for 
electrical energy or used to operate mills by the simple use of a wheel. 
There are in this country, and in Colombia and Venezuela, a very large 
number of primitive water-wheels used for driving plantation machinery, 
but there are few modern power stations, although the country around 
the many falls in the mountainous part is well populates and highly 
productive. 


Non-Manufacturing Areas 

There are in South America enormous areas which are unlikely ever 
to become industrial regions, because they possess neither water, oil, 
nor coal, and are so far removed from these sources of power that the 
cost of transport would always be a crushing burden on large factories 
established therein. The plains of Central Argentina, Patagonia, Para- 
guay, the Amazon Valley, and North Central Brazil, which together 
amount to nearly two-thirds of the sub-continent, are examples of these 
non-manufacturing areas, 

Their compensation lies either in the agricultural, pastoral, or sylvan 
possibilities, which they possess in lavish measure. In Bolivia, the 
absence of industries of almost all kinds renders both the harnessing of 
the abundant falls in certain parts of the country, and the development 
of the coal-fields which are known to exist, unlikely to be financially 
possible for many years; especially as the 1in, copper, gold, and silver 
deposit; of these regions offer a more profitable opening for both capital 
and labour. 


Development of the Coal-Fields 


It is only of late years, since the opening of the Panama Canal, and 
the desire for industrial development, that the importance of coal has 
been fully recognised in South America, and, curiously enough, it occurs 
in greatest volume on the Pacific coast of Chile and Peru, and in the 
copper mining region of the Peruvian Andes, the places where it is 
most needed, firstly, for the sea-borne trade of the west coast of South 
America and that of the trans-Pacific, and, in the Andes, because of its 
proximity to one of the greatest mineral regions in the world. 

A curious sight which demonstrates the abundance of coal on the 
north-western coast of Peru may be seen from the decks of coasting 
steamers—the waves beating against the cliffs and rolling back darkened 
in colour by coal dust. Many of these fields are, however, quite 
undeveloped, notwithstanding the high price of imported coal and the 
difficulties of transport, which render many industries financially 
impossible. 

One of the contributory causes for this lack of enterprise is the fear 
that after expending the capital necessary to exploit the fields, the cheap 
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oil supplies im the near-by Republics of Ecuador and Colombia, as well 
as those in Mexico, might be used to undersell the local and more cum 
bersome product. This, however, is not the case with the Andean 
deposits, which are now used for little else than to supply the vast 
copper smelters in the immediate vicinity. The Cerro de Pasco Mining 
Company uses annually about 200,000 tons of coal found in the immediate 
neighbourhood of its fine smelters. Two other fields which are being 
exploited by means of railways to the nearest port are situated about 
100 miles inland from Chimbote and Salaverry. The percentage of pure 





a Ai. 


PLACE DE CARIOCA, RIO DE JANEIRO, BRAZIL 


coal ranges from 72 to 86, and the price is under 35s. a ton. The mining 
tax is only {3 per claim. Peru is undoubtedly the richest in coal of all 
the South American States, so far as is known at present from haphazard 
geological exploration. 

Chile needs coal for its naval and maritime activity, and its seams 
are conveniently situated near to the principal ports. In the Central 
Province of Concepcion there are valuable mines of both bituminous 
and anthracite. Railways and harbours have been constructed to develop 
them on a large scale. Further south, in the Province of Arauco, there 


are regions equally as rich in this great source of power, and they, too, — = 


are being scientifically worked. The ports of Coronel, Lota, and L 

are the principal coaling stations for the steamships traversing the lor 

coast line of Chile. The port of Lota is owned almost entirely by the 

Campaiia Explotadora da Lota y Coronel, which also exploits the 

surrounding coal mines and owns several copper smelters. : 
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a of. the fields have been allowed to lie idle, while the coal ne 





In Cöfotibiä and Boli; wast deposits of coal have been discovered, a 


but, owing to the absence of industrial activity in these countries, many k : 





mines, smelters, and for household heating in the bleak hig hands: has 


been imported at heavy cost. In order to understand this curious state 


of affairs, which, without knowledge, might be put down to apathy, it 
has always to be remembered that capital in South America, whether it 
be foreign or national, is expected to earn at least 15 to 20 per cent per 
annum, That it does not always do so goes without saying, but coal- 
fields, where there is a scarcity of labour with wages at anything from 
{1 to £4 a day, do not offer the same attraction as rich mines of tin, 
copper, gold, silver, or antimony. From the native labour standpoint 
it is easier to do without luxuries and to cultivate a small patch of land 
than to have these additions of civilised life and work in a mine. 
Industrial demand for coal will, however, soon cause the exploitation 
of these vast and easily-worked deposits, notwithstanding the high rates 
charged by the railways for the transport of any surplus which it. may 
be desired to export to the coast. 

On the Atlantic coast of South America there are no coal-fields of 
any importance which have yet been exploited, although deposits are 
“known to exist in one or two places in the Argentine, and in the State of 
Bahia, Brazil. The latter fields are now being used to supply the city 
of Bahia with gas and also for naphtha extraction. In Venezuela, there 
are deposits in the States of Zulia, Anzoatagui, and Falcon, but from 
this point up to Mexico the ports and cities of the Spanish: Main have to 
rely on the imported article. 

From this survey of the coal-fields of South America it will þe seen 
that, whereas Peru and Chile have ample supplies in accessible positions, 
both Argentina and Brazil are almost devoid of this source of power 
so far as is known at present. This fact, combined with the vast area 
of the two latter countries, the high cost of inland transport, and the 


: accessibility of their ports to Transatlantic trade, renders it unlikely 
- that for many years the coal mined in a single portion of the country 


“will be able to compete at the widely scattered ports and cities in other 


_. parts with the direct sea-borne coal from abroad. These considerations 


lead to the conclusion that in the near future the manufacturing countries 
of the South American Continent will be Chile and Peru, and it is just 
this fact which is being realised more and more every year in the countries 
themselves. Here, then, is a golden opportunity for the British 
manufacturer of industrial machinery. 

hehe. short-sighted few may consider it very unwise to encourage _ 
- manufacturing in what has hitherto”been a good market for British 
imported merchandise. The answer to this is that American makers 








of industrial, agricultural, and mining machinery are making strenuous ; < 
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efforts to be predominant in this highly profitable region. They realise 
that what is lost on the import of commodities is made up on the import 
of renewals, spare parts, and new machinery. This applies also to 
hydro-electric plants, which, in many of these countries, are admitted 
free of duty because they are needed. In this connection it is only 
necessary to quote an extract from a recent issue of the Colombian Trade 
Review: “ In the town of Titiribi a new hydro-electric plant has been 
installed for lighting and power. . . . For this kind of plant there is a 
growing demand in Colombia.” Similar quotations from Chilian, Braz- 
ilian, and Peruvian trade journals, and from commercial men in all parts 





QTU FALLS, SAO PAULO, BRAZIL 
This series of cataracts now furnish the power for an important Hydro-Electric Station 


of these countries, could be multiplied here almost indefinitely. These 
signs are eagerly seized upon by American manufacturers, who promptly 
send fully accredited agents to likely areas. 


International Competition and the Oil-Fields 

The coal-fields of the Pacific coast have been retarded in their develop- 
ment by the spectre of cheap oil, not only from the vast Colombian 
fields now in course of development, but also from Mexico and the United 
States by way of the Panama Canal. Large storage facilities at all the 
principal ports along the Peruvian and Chilian coasts have now been 
established for some years, and in many cases crude oil is imported and sold 
at a price below that of the nafive coal. While this seriously affects 
the sale of the local product to large oil-burning steamships and for 
consumption in certain stationary plant, it must be remembered that 
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i | the railways, the ocean tramps, the coasting: vessels, and the r ‘ough | ae 
n Machinery of plantation, mine, and small factory are almost exclusively 





¿on coal or wood.. The owners of small old-fashioned plants are 


=e “continually selling them to users further afield in the interior, and are 


buying new and up-to-date labour-saving power units and devices. 
This surely presents another opportunity for the live British engineer. 

According to the map prepared by the United States Geological 
Survey, which shows the producing and prospective oil-fields of the world, 


Colombia is considered to have the largest prospective oil region. There — a 


are at present about eight important British companies exploiting those 
fields which are situated near to either the Atlantic or Pacific Ocean. 
The area of the concessions obtained by citizens of the United States 
is, perhaps, larger than that granted to Englishmen, but the fields are 
much further from the sea coast. In one case the transportation of the 
oil to the nearest port will necessitate the construction of a pipe-line 
over 300 miles in length ! ° 

Neither the full extent nor the full productivity of the Colombian 
fields have yet been definitely determined, although very considerable 
strikes: of oil have been made, and there is no doubt that this state is 
destined to be one of the largest producers of oil in the world. There is 
unlimited scope in this one field for British capital and brains, especially 
as no country in South America offers a more ready welcome to the 
Englishman. 

Even. if not obtained in any particular locality, oil is cheaper than 
coal to transport over the vast distances of the interior of South America. 
Therefore the ideal industrial plant would seem to be that which derives 
its power from oil, or water when available, except where it is to be 
erected in close proximity to the coal-fields of Chile and Peru. 


Necessity for Knowledge | 

_ Here it is necessary to give a word of warning to those professional 
men who proceed to South America, either as the representatives of 
important British firms or on their own account, with the object of 
setting up in practice or business. In addition to being fully qualified 
for their own particular branch of work, and speaking and writing 
Spanish, they should at least be acquainted with the industries and 
possibilities of the country to which they go, and also have a general 
business knowledge other than that immediately necessary for the 
practice of their very cramped profession as understood in Great Britain. 
For those who imagine it possible to do a “ cowrie shell trade,” it may 
be as well to point out that the reason why there are fewer Jews in these 
countries than in most other prosperdéus parts of the world is because 
the most astute Hebrew seldom succeeds in getting the better. of an 
educated and intelligent Spanish-American. 
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Bureaucracy in Business 
Live Statistics or Small Dividends 


By LESLIE Mappock 
Late Sie cholar of Christ Church, Oxford 


An article of very arene interest to directors and managers. It auia h 
evil tendencies of departmentalism, the dangers of Business Officialdom, 


-especially beset the paths of those who conduct big business organisations. 
|. writer urges that statistical experts, whose work is of the greatest importance, shoul 
be obliged to undergo a workshop experience, in order that their deductions and 
-recommendations may have greater practical value. | 





JIG combines with small dividends are getting too farniliar to-day. 
Why is it? | 

Men at the top in business, who often gibe at the excessive depart- 
mentalism of Government institutions, find themselves not.infrequently 
confronted with the same difficulties of organisation. Thisishappening 
more and more obviously as large commercial undertakings expand 
their interests or amalgamate with others. Gradually the practical 
side of the business gets more and more out of touch with the fimancial 
and directional. The actual manufacturing operation is often removed 
by a dozen departments from even the local managing directors . 
department, to say nothing of the central administration of the combine. 


Business Oficialdom 


Accordingly, the men at the top are often mystified, if not irritated, _ 
to find that the old direct grip which built up their business is ra’ i 
slipping away. Departmentalism is even getting them in its paralysing 
tentacles, and they try—not always successfully—to break loose moo 
various ways, which either involve excessive delegation of power or o 
excessive dependence on statistics. Business men who have tried b 
evils will often tell you that they prefer the former to the latter, on: 
ground that you can hammer men but you cannot hammer f 
Also, they will tell you that you can never depend on figures b 
they always apply to a fresh set of facts, whereas once you have a. goo 
man you can usually keep him at a price. And often they 1 
sardonically that statistics are like card ‘‘ indexes ’’---you. must: de 
your time to them or to your business, but that you cannot do bot 

Thus, nearly always in commercial undertakings at t : 
th e statisticians are out of joint with the. busir 


coniplain of great difficulty in getting steps taken ot remedy the mista 
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<- loss of profit. That is why the statistician in business i is nearly always 
looked on as a chronic grumbler. 

~ Like most mathematicians, he is hardly ever introspective ; and very 
seldom has the business man at the top either the time or the imagination 
to discover why statistics “are more bother than they are worth.” 


Live Statistics 

© Consider the position as it so often is. | 

When they are dealing with a very large undertaking, business chiefs 
soon discover that men who have risen from the workshop to the sphere 
of management are either intellectually unfitted for organising and 
applying statistics or else are far too valuable in other employment. 
More and more frequently business statistics are run by the superr 
clerk, or the university man. Neither of these knows the job in practice 
that he is dealing with in figures. Indeed, in the case of a large combine 
it would often be extremely difficult, if not impossible, for any one man 
to get a grip of all the operations in all the undertakings with which his 
statistics deal. But the business man at the top usually knows at least 
one of his firm’s businesses thoroughly through every process. When, 
therefore, he is confronted with statistics he naturally pays particular 
attention to the figures relating to his own special practical sphere. 
Soon he applies from his own knowledge some particular point which 
nullifies the value of the statistician’s deductions—result, bad temper, 
<. and the waste paper basket not only for that particular batch of statistics, 
but if not in fact at least in practice for statistics as a whole. “ Statistics 

cannot be relied on, ” the business man often says. And, as a rule, he 
-is perfectly right. Why is it ? 





| | Diagnosis Without Cure 


o Statistics are no good unless they can be applied. To mar éhis 


possible their basis must be perfectly sound. Further, they must be 
<- accompanied with a scheme for applying them. The first condition is 





Š more often broken by the statistician than any other. - Not infrequently 
_ figures are prepared comparing the costs of the same operation at various 


<- works- in different parts of the country in which, although allowance is 
_. made for obvious factors such as varying rates of pay, ete., the human 


factor is often overlooked. Thus the big works with the Sepniacen for 
vce the bet: a aag The EE rouse will ay the. pad 
_ choice, and.so on. Travelling is always done by the worst workers. 


< So that in comparing results at a works of the first class with results at 


468 





an 1 another without any diminution in quality, cand yet the: old. ~ 2 
ods are allowed to persist by the business: men with the accompanying oe 





Bureaucracy in Business 


a works elsewhere of the second class, although machinery and wages 
may be the same, some allowance must be made under this head, or the 
local management will be blamed for a percentage of cost which it is 
not in their power to abolish. Further, there are different ways of 
doing jobs in different localities which often account for differences 
in cost wrongly attributed to bad management. Labour prejudice 
may make it as hopeless to attempt to alter local customs as to alter | 
trade unions. On the other hand, a suggestion is always worthy of 
investigation, because labour may be quite willing to change the local 
method in favour of a better. 

The above is enough to show that for statistics to be of real value 
the statistician must get right down to the foreman or, at any rate, 
to the under-manager. As a rule, he is hampered—even if he has the 
acumen to see its necessity—by business departmentalism. The statis- 
tician is entitled to returns——but if he appears in person at the workshop 
deor, his reception is like a country-side station waiting-room on a 
winter night ! 


Deductions Tested 


This is ‘where the business man at the top can act with vigour. In 
the first place, it should be a rule that any important deduction from 
statistics should be tested if necessary by a personal visit of the statistical 
officer to the works in question. Only after an interview with the local 
manager and an inspection have confirmed his deductions as sound 
should they be placed before headquarters. For example, apparently 
excessive time-work on a job is often explained by the simple fact that the 
job could not be done by piece-work. Nothing irritates a capable manager 
more than being called on the carpet over a point of this sort before 
the man to whom he looks for promotion—and nothing irritates the man 
at the top more than to waste time over such a simple explanation. 


A Sound Investment 

Business men who thrust their statistical men, neck and crop, into 
their works will find the process expensive at first, but before very long 
(if he has a first-class intellect, whether university trained or not) the 
' process will pay. As the man becomes thoroughly familiar with every 
works and every branch of the work done, the need for these visits will 
become less and less. His deductions on the other hand will become 
more and more valuable, and—what is more. important than anything 
else—he will be in a position to accompany his deductions by a scheme 
for applying them in the workshop. In most cases, the statistician 
hears no more from the man at fhe top than that “ remedial measures 
are being taken,” and he has to look in his next batch of figures for the 
results. He should always be advised fully and precisely of the exact 
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steps taken to secure the benefit of his deductions ; and he should have’, 
sufficient practical knowledge to appreciate the meaning of the changes * 
made.. 

Only on å basis like this can it be worth while to organise statistics, 
but on this basis there is vital value in the statistical examination not 
only of costs but of every activity of every branch of a business combine. 
By this means the right man will be making the right article in the right 
place at the right cost—and the shareholders wil be getting dividends 
instead of speeches. 


Safeguarding of Industries Act, 192 | 


Anti-Dumping Clauses 


By J. A. DUNNAGE 


HE attention of both trader and public has been so° focused on 

the “ Key Industry Duty ” portion of the Safeguarding of Indus- 
tries Act, 1921, that the value and precise significance of Part II of the 
same measure may have escaped many minds. Both technical and lay 
journalists have waxed humorous over the ‘‘ Doll’s Eye ” Act, and have 
discussed very thoroughly the alleged inconsistencies disclosed in the 
detailed list of chemicals, etc., subject to the one-third duty. 

Without minimising the value of such comments—and recent rulings 
by the official referee with regard to Santonine and gas mantles tend 
to justify objectors to the original list—the interests of the merchant 
_ might now best be- served by calling attention to the provisions in the 
Act which relate to the prevention of unfair foreign competition of the 
class popularly termed “ Dumping.” 

Two trades have not needed any such reminder. Complaints of 
alleged German “ dumping” have already been made by the manufac- ~ 
turers of domestic glassware and fabric gloves, and the specified machinery 
of investigation has been set in motion by the Board of Trade. The 
complaint of the British glass manufacturers is that article$ of domestic 
and illuminating glassware made in Germany and Czecho-Slovakia 
are being offered’ for sale in the United Kingdom at prices which, by 
reason of depreciation in the value in relation to sterling of the currency 
of these countries, are below the prices at which similar goods can be 
profitably manufactured in the United Kingdom, and that by reason 
thereof employment in the glass industry in the United Kingdom is 
being, or is likely to be, seriously affected. The second complaint is 
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“im respect of fabric gloves and materials for their manufacture. Lisle, 
< suede finish, duplex, silk, and all other gloves made from cotton or silk 
fabric are so classed, and these goods are, it is stated, being sold at prices 


impossible to the British manufacturer. 


How to take Action 


For the benefit of other bodies of traders, the procedure necessary 
for invoking the assistance of the Board of Trade in like circumstances 
will be briefly outlined. 

Complaints can be made through the trade association or chamber or, 
in the absence of such an organisation, by persons who may be regarded 
as representative of the trade or industry. A primd facte case must be 
made out, and in setting out such a case for the Board of Trade the 
following information is necessary— 


_{1) The description of the article and full particulars of the sale. 
¢ (2) The country of manufacture. 
(3) Evidence as to the price at which it was sold or offered for sale in the United 
Kingdom. 
(4) Evidence as to the extent to which, by reason of the sale or offer for sale, 
employment in any industry in the United Kingdom is being, or is likely to be, 
seriously affected. 


Where the dumping is due to sale below the foreign cost of production— 


(5) Evidence as to the wholesale price of goods (or of goods as near as may be 
similar) sold for consumption in the country of manufacture. 


- Where the claim is based on the depreciation in currency— 


(6) Evidence as to the price at which similar goods can be profitably manufac- 
tured in the United Kingdom. 
| (7) Evidence to show that the depreciation in relation to sterling of the currency 
of the country of manufacture is responsible for the fact that the prices at which the 
goods are sold or offered for sale in the United Kingdom are below the prices at 
which similar goods can be profitably manufactured in the. United Kingdom. 


Some Practical Hints 


Certain practical points may be mentioned, in elaboration of the 
headings above detailed, on which all available information should be 
furnished— 


(1) When imported materials are used in manufacture, give if possible some 
idea of the actual or probable dependence of foreign manufacturers upon imported 
materials. 

(2) If there be more than one country of manufacture some idea should be 
given of the relative importance of the competition of each of the countries specified. 
- (3) In supplying evidence of the price at which the article was sold or offered 
for sale, the approximate dates of the sale or offer should be stated. 

(4) Evidence as to the effect of dumping on employment should show any 
recent changes in the volume of prod&action of home manufactured goods, and of 
employment. Details covering the year 1913, and each quarter from January Ist, 
1920, to 30th September, 1921, should be furnished, giving quantity and value of 
the goods made, and the average number of males and females employed with the 
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hours worked per week. The statement should indicate the approximate per- 
centage of the output of the whole industry with which it deals, and should contain 
evidence of actual losses of orders attributable to the dumping. 

(5) The best obtainable evidence of the wholesale price of identical or similar 
goods should be given: it is realised that such evidence as invoices, etc., is not 
always reliable. 

(6) The requisite statement as to the price at which similar goods can be 
profitably manufactured in this country should be based on figures secured from 
a number of representative firms. The total manufacturing cost now and before 
the war, divided to show separately the percentage represented by wages, materials, 
and overhead charges, should be given; also the pre-war normal profit and the 
present profit (if any). 

(7) Any facts which may be obtainable as to the selling prices of the goods in 
the foreign country, now and before the war, should be furnished, along with 
information as to wage rates for equivalent processes both pre-war and now in this 
and the foreign country. 





The Board of Trade, on receiving such a complaint in respect of goods 
of any description other than articles of food and drink, may, on being 
satisfied that there are grounds for investigation, refer the matter for 
inquiry to a committee constituted for the said purpose. The committee’ 
will be directed also to report on the effect which the imposition of a 
334 per cent duty, if approved, would have on employment in any other 
industry which may use as material goods of the special class or description 
under discussion. 

The committee, provided they are satisfied that production in the 
industry manufacturing similar goods in the United Kingdom is being 
carried on with reasonable efficiency and economy, may then recommend 
the Board of Trade to make an Order applying Part I of the Act to the 
class of goods against which complaint has been made. This means that 
from a given date there will be chargeable, in addition to any duties 
already applicable, a customs duty equal to one-third of the value of the 
goods, except when imported from countries of the British Empire. 


How Dear Postage Cripples Trade 


SIGNIFICANT illustration of the manner in which business activities have 

been restricted by dear postage is revealed by Mr. Fred R. Debney, managing 
director of Smith, Dalby-Welch, Ltd., the well-known City firm of postal adver- 
tising contractors. Ina letter to the Press he states that the firm’s postage account 
for the period 13th June to 30th November last is down by the sum of £14,379 6s. 
This sum, if reduced to halfpennies, is equivalent to no fewer than 6,854,064 postal 
packets (the making up of which involves paper, envelopes, printing, addressing, 
folding, stamping, etc.). As Mr. Debney remarks, it is impossible to estimate the 
loss that traders must have experienced by the absence of this output of advertising 
literature, and who can calculate the amount of unemployment it has caused ? 
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‘“ Here is ae chance for Allied capital and German labour, and incidentally for the 
solution of the Reparations problem.” 





How to Capture the Foreign Market 


By Water O. Sturm, B.A. (Lonp.), F.R.Econ.S. 


Valuable practical suggestions for the solution of the Re Road peta problem, 
which is holding up the revival of British export trade, are ma 


by the writer in 
concluding this interesting series. 





9. Continental Trade Prospects 


HE great expectations which were entertained at the New Year 

for a grand revival of trade in 1922 have so far failed to materialise. 
The Cannes Conference ended abruptly with the fall from power of M. 
Briand, and the advent to power of M. Poincaré—art ex-President of 
France and the leader of the Chauvinistic and Reactionary party—whose 
reversal td the old methods of secret diplomacy are not likely to be in 
the best interests of international trade and world stabilisation. 


~ Great British Banker Points a Moral 

_ As Mr. McKenna pointed out at the annual meeting of the London 
Joint City and Midland Bank, British industry is vitally affected by the 
competition, which necessarily follows from the active export trade on 
the part of Germany, essential to enable her to meet the indemnity pay- 
ments. If Germany, he said, had to pay anything like the four hundred 
millions a year demanded of her by the ultimatum of last May, our own 
export trade would dwindle to nothing. 

As I have frequently stated, the capacity of the world to absorb 
manufactures is limited, and if the amount which it can consume of 
certain articles is supplied by and accepted from one particular country, 
any similar goods manufactured by another country must remain super- 
fluous and unsold. Thus, if Germany has to pay a huge indemnity she 
will be obliged to capture her former markets and increase her exports 
to the pre-war gold value. Her former enemies have in this way presented 
Germany with the markets she lost during the war. And the new 
“ peaceful penetration ’’ has extended not only to industry but to every 
possible branch of trade, including even those trades which she did not 
possess before the war, as, for instance, the printing trade. At the end 
of January, in Aberdeen, the first German trawler since the armistice 
succeeded in landing its cargo of fish on British shores. Several previous 
attempts had been made, but the hostility of the workers at the ports 
was against them. The 26 per cent reparations tax is, of course, payable 
-on any fish landed in this way, buf owing to the fact that the costs and 
expenses—such as the crew’s wages, etc.—are fixed in marks, British 
trawlers were nevertheless underbid. , 
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The German Trade Treaty with Portugal 

The expansion of trade on the part of Germany has also enabled 
her to conclude an important commercial treaty with Portugal, who 
during the war was described as “our oldest ally.” By this treaty 
Germany and Portugal agree to constitute each other as the “ most 
favoured nation,” and mutually agree to make certain concessions to 
each other. This treaty with Portugal, though not of itself of vital 
importance, may, however, constitute a precedent for similar treaties 
to be made with other nations, and as Portugal was one of the Allied 
Powers who signed the Treaty of Versailles, surely we may presume 
that it was the duty of our Government to step in and prevent it, if only 
to uphold our prestige. 


Premium on Skilled Labour in Germany 

It has lately been reported from Germany that there are signs of a 
crisis in the iron and steel trades, and this is already the case in the dye 
industry. If this should become general, it portends a very different 
state of affairs from that which existed three months ago. At that time 
every town and every village was a hive of industry. Unemployment was 
non-existent, for every man who was willing to work could find some job 
to which he could go. In one of the great industrial centres the writer 
was told by the head of a large engineering works that the firm were 
offering a reward of 1,000 marks to the finder of every additional skilled 
workman that could be enrolled, and as well there was to be a bonus of 
another 1,000 marks to the workman himself on his entering the firm’s 
employ. The high cost of importing raw materials and the huge increase 
in wages and overhead charges have been blamed for the apparent turn - 
of the tide, and the reports in the Press about the increased enquiries 
in and the gradual revival of our own iron and steel industries seem to 
point to a tiny flicker of light on the candle of our export trade. That 
this flicker may broaden out into flame is the earnest hope of all who 
have the welfare of our industry at heart. A slump in the German 
export trade would naturally mean Germany’s inability to pay a big 
indemnity or even to make any cash payments at all, but this would be 
counterbalanced by the fact that unemployment would decrease, and it 
would really benefit the moral and material welfare of the country if 
the Exchequer, instead of receiving indemnity payments “which it has 
to spend on unemployment doles, were to have flowing into its coffers 
the taxes on the hard-earned income of British workers. 


How the German Worker Lives 
But as things are at present thisgis peeping a little too far into the 
future. The process is bound to be gradual, and much may happen in 
the meantime. One point which has often been raised of late is, how 
do the German workmen manage to live and keep a family on wages 
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which represent a gold value of 2d. or 3d. an hour? The answer is that 
they don’t live! They merely exist, and so do their families. Owing 
to the fact that most of the bare necessities of life are produced in the 
country, the mark has a much higher tmternal than external value. This 
is a fact that should not be lost sight of by employers in this country 
when comparing wages at home and abroad. He would be an enter- 
prising man who could take advantage of it. The nominal wage a man 
receives for his labour is of minor importance; it is the real wage— 
what the reward of his toil will enable him to buy—which counts. What 
may be a comfortable income in England may be a mere pittance in 
some other country, such as India, for example. Similarly, if the British 
workman could earn and spend his money in some country where the 
rate of exchange enables him to obtain a large premium on his English 
money, he too would be able to work for less wages, while being com- 
paratively better off than he would be at home with a much bigger wage. 
This would mean that if the British worker was earning, say, 6d. or 8d. 
an hour for skilled work and could live in Germany with it, for every 
shilling he was paid he would obtain about 40 marks or more, which is 
more than treble what the German skilled worker is getting, and would 
enable the British worker to keep himself and his family in peace and 
plenty. 


Dutch and Swiss Firms Migrating to Germany 

To carry out this scheme the employer would have to hire, purchase, 
or build a factory or works in Germany and transport his workers there. 
If other words it would mean the settlement of a British colony in German 
territory. That the scheme is not so impossible as it looks at first sight 
can be judged by the fact that several Dutch and Swiss firms have adopted 
it as an alternative to closing down their works altogether and leaving 
their workers unemployed. It remains to be seen how such an idea 
would be received by the workers of this country. What attitude would 
the trade unions adopt towards it? Would the will in the minds of 
the majority of the workers of this country to work for their living rather 
than to receive the dole be strong enough to overcome the opposition 
on the part of their unions? In most cases where the Dutch and Swiss 
firmis are cargying out this plan, they pay their employees in German 
money, i.e. their wages will be fixed instead of fluctuating with the rate 
of exchange. Most English banks and commercial houses, too, who 
have permanent staffs in countries abroad pay them in the currency of 
the country in which they live and work. Any other method would be 
too complicated both for employer and employee, as both are then at 
the mercy of the rates of exchange. In past years migrations of this 
kind have frequently occurred, usually as the result of great wars, and 
Germany, or rather Prussia, frequently got rid of her surplus population 

475 





Business » Organisation - and - Management 


in this way, thus avoiding the necessity of doles. Parts of what is now 
Poland were colonised in this.way, and under the Empress Catherine II 
of Russia large numbers of German peasants were settled on the banks 
of the Volga and in other parts of Russia. The strange thing about it 
is that, in spite of the fact that over 150 years have now elapsed since 
these migrations first began, these peasants have failed to mix with the 
original inhabitants of the country and form tribes in themselves, while 
German customs prevail and the German language is used in their home 
and private life. These tribes were of material help to Germany in the 
late war, and the question might be asked why should we not have 
English colonists in Germany to help us in case of any future war ? Such 
a plan might seem to be more effective and less expensive than an army 
of occupation. 


America ana the Genoa Conference 

With the breakdown of the Cannes Conference all hopes are now 
centred on what is to be at the top of the bill for 1922, namely the Gehoa 
Conference. It is greatly to be regretted that America will not take 
part in it, but possibly by the time the Conference actually does meet— 
the advices to hand at the time of writing are that it is to be postponed—— 
America will have changed her mind. It is she who is Europe’s chief 
creditor and financier, and without her assistance any big schemes for 
the reconstruction of Europe are foredoomed to failure. This, too, will 
be the first of the Conferences in which Russia will be directly represented, 
and M. Lenin himself has signified his intention of being present. 


Allied Capital and Russia: A Solution of the 

Reparations Problem 

Germany and Russia are the whole crux of the international situation, 
or in other words—Reparations and Bolshevism. These two questions 
are closely allied and might be solved together. Private trading and 
private enterprise have once more been permitted in Russia, and the 
Soviet Government is crying out for the foreign capitalist to turn his 
attention to that country once again. Under the Tsarist régime Russia’s 
immense wealth was never properly exploited. Its Government literally 
allowed its treasures to rust, and imported from abroad raw materials 
which it possessed itself, with the one object of increasing the export 
of corn and furthering the interests of the landowners. Rtssia possesses 
immense wealth in raw materials and natural resources such as coal, 
naphtha, iron-ore, metals of all sorts, timber, etc. They are to be found 
right in the interior of Russia—-in the Don basin, in the Urals, in Siberia. 
It is precisely these raw materials which Europe so badly needs. Yet 
this great and rich country, known®before the war as the “ granary of 
Europe,” is starving, and millions of her people are dying of starvation. 
These natural riches can be exploited, but they need capital and labour 
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with which to do it. The transport system, both roads and railways, 
must be set in order, as these have been thoroughly ruined in the various 
political upheavals. Here is the chance for Allied capital and German 
labour, and incidentally for the solution of the Reparations problem. 
No other country in the world possesses such an intimate knowledge of 
Russia and Russian requirements as Germany does, and before the war 
the Germans were the best exploiters of Russia. 


German Labour for Russia 

Germany is now a comparatively poor country, but she is rich in 
experience, and nobody can take this asset away from her. The Soviet 
Government has expressed its willingness to grant concessions to any 
foreign capitalists who will develop the country, for it now at last realises 
that it is absolutely dependent on foreign capital, and that cut off from 
the world it can do nothing to develop Russia’s resources. Obviously 
then it would be for the Allies to secure all the concessions they can, 
and by means of German labour exploit them to the utmost. For not 
only would they then be obtaining raw materials which they really need, 
but German labour would be turned into channels which would be most 
acceptable from the Allies’ point of view. Thus, not only would Germany 
be paying Reparations, but she would also have so much less labour 
available for industries which are direct competitors of similar industries 
in our own country and in the countries of our Allies. Russia, too, for 
her part, would be placed in a position to import our manufactures 
and semi-finished goods, for she is not an industrial country, and will be 
badly in need of manufactured goods for many years to come. Perhaps 
it is some such idea as I have outlined above which Mr. Lloyd George 
has in his mind when he talks of the great plan he intends to put before 
the Genoa Conference for the revival of Europe. At any rate, nothing 
more has been heard of the great international trading corporation, 
popularly known as “ Europe, Ltd.”, which was “‘ boomed” several 
weeks ago, and in which all the nations of Europe were to take shares. 


Internationalise the Rhine-‘Danube-Canal 

In speaking of the utilisation of German labour mention must also 
be made of the projected Rhine-Main-Danube canal, which on its com- 
pletion will þe the greatest waterway in Europe, enabling fair-sized 
ships to pass tight from the North Sea to the Black Sea, and thence 
through the Dardanelles into the Mediterranean. The great work here 
is the canalisation of the Main, which is only a very shallow river, and 
the deepening of the Danube below Ulm. A German syndicate is under- 
taking the management of the work, and German labour will perform it. 
But just as the shares in the Suez Canal which Disraeli bought for the 
British Government from the Khedive of Egypt turned out to be not 
only his finest political action but alsaa grand stroke of business, so, 
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too, if the shares of this German syndicate were taken over by the Repara- 
tions Committee and their value credited to Germany towards the total 
amount of Reparations due, we should be in a position not only to have 
political control over one of the world’s most important highways but 
also to make a good profit on tolls and dues, etc. This waterway, 
however, being declared “international” by the Peace Treaty of 
Versailles, would have to remain readily accessible to be approved by an 
International Commission. (Article 353 of Peace Treaty.) 


Trade of the New Baltic States 


Very little has been heard lately about the new countries on Russia’s 
western border which formerly were part of the old Russian Empire. 
Of these the soundest in point of trade organisation and financial position 
is Finland, which does an extensive business with the United Kingdom 
in timber and paper. During the first half of 1921 that country underwent 
a rather severe trade crisis, but with the stabilisation of her curreacy 
and the opening up of trade with Russia the position has vastly improved. 
In fact the importance of all the new Baltic powers lies in their ability 
to act as intermediaries between Russia and the rest of Europe. In 
Poland the Peace Party has gradually been gaining in power, and the 
settlement of the Upper Silesian question, though it can hardly be termed 
highly satisfactory either for Poland or Germany, has nevertheless helped 
to clear the air. The army is being demobilised, and the hordes of 
Government officials reduced. (At one time one man in every nine was 
a Government official.) But trade is still very difficult, owing to the 
exceptionally low value of the Polish mark, and this state of affairs is 
bound to continue as long as Poland has recourse to the printing-press. 
A Customs Union, to come into force on Ist April, has been signed with 
the Free State of Danzig, but the fact that both countries are still to 
retain their respective currencies, which are for ever fluctuating in value, 
is bound to lead to some confusion. 

The remaining Baltic States are Estland, Lettland (or Latvia), and 
Lithuania. The northernmost of these, Estland, with its capital Reval, 
has been doing a considerable transit trade with Russia, and many British 
ships, not wishing to sail right into Petrograd, have used Reval as a 
discharging port. Riga, the capital of Latvia, has been similarly used, 
and Lithuania, now that her dispute with Poland for the*possession of 
Vilna has been settled, is making considerable progress, especially in 
agriculture and in the export of timber. These three countries have 
rapidly developed since they gained their independence, and have shown 
themselves to be specially favourable to England in their trade policy. 
When the long-hoped-for trade revival does at length come, they too 
will find their share in it. 





(Concluded.) 
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“ Why shouldn't the most efficient of our business men be most ready to accept the 
newest ideas? ’’—Mr. GORDON SELFRIDGE. 2 





The Mechanism of “Business Efficiency 
Successful London Exhibition of Latest Appliances 


“ Business Efficiency ’’—~an ambitious title—abundantly justified the expectations 
of its promoters, and proved a triumphant success. 


HE Business Efficiency demonstration arranged by the Association 

of Office Appliance and Equipment Manufacturers and Traders, and 
held at the Central Hall, Westminster, last month, was a most successful 
enterprise, and provided an object lesson in efficient organisation. It 
wag opened by Mr. Gordon Selfridge at noon on Wednesday, the 8th 
February, in the presence of a large gathering of business men, who 
afterwards inspected the exhibits with obviously keen interest. 


The National Problem 

Mr. Selfridge was given a hearty welcome by Mr. W. H. Hartley, of 
the International Multigraph Co. (Chairman of the Association). Mr. 
Hartley said the exhibition was the first of a big educational attempt 
on their part to bring home to business men the importance of efficiency. 
To increase trade and to do business more efficiently were the national 
problems. He believed that we could house twice the number of people 
in the British Isles if we had enough great business organisers and 
merchandisers who would sell in all quarters of the globe the various 
products of our factories. They were fortunate in having with them a 
man who stood in the front rank of the master merchandisers of the 
world, a man who had taught them many things about efficiency in 
business, and they were greatly indebted to him for showing his interest 
_ in business efficiency by coming to open the exhibition. (Applause.) 


Mr. Selfridge’s Ambitions for London 

Mr. Gorden Selfridge said the chairman had suggested that he was 
able to teach, but his first public suggestion when he came to these 
hospitable shores was that he had come to learn, and he had found that 
it had been fulfilled every day since his arrival. They could all learn 
very much from the exhibition, which was the kind of thing that taught 
and inspired the very best among them to do things better. People 
seemed to think that Napoleon said that this was a nation of shop- 
keepers. The fact was, he never said anything of the kind, and there 

479° 





Business - Organisation - and » Management 


was no indication in history that that idea was ever given expression to 
by Napoleon. The first indication of that sort was. given by Adam 
Smith in his Wealth of Nattons, in which he referred to a very unhappy 
condition which was likely to exist in these islands, and said that if 
this condition prevailed it was only fit then to be employed by a nation 
of shopkeepers. In this age it was our pleasure and privilege to utilise 
every idea which could help us to the work we had in hand. Just as 
the tools of the counting house mechanically helped the man of business 
to do things better, so the microscope, the retort, and the telescope were 
the tools of the man of science which helped him to do mechanically 
what his brain wanted todo. He strongly urged that it was the duty of 
business men to support the exhibition. So far as he was concerned, 
he wanted to see in London, the metropolis of the world, the best of 
everything that man could conceive, and he saw no reason, if their 
ambitions were strong enough, their energy high enough, why they 
should not bring to this great city the most beautiful, the best, the most 
efficient of everything. Why shouldn’t they have the best. music and 
the best of all the arts? Why shouldn’t the most efficient of our business 
men be most ready to accept the newest ideas and do everything which 
would make the young man from the outermost parts of the world beg 
for the privilege of coming there to learn how to do things better, just 
as the old merchants of the Hanseatic League—those wonderful old 
masters of trade five hundred years ago——used to send their sons to Bruges 
to learn the last word of proficiency in training for doing business ? 
He hoped the exhibition would become one of an annual series, where 
every kind of tools and devices might be assembled which would make 
the science of business more perfect in every way, and he had great 
pleasure in declaring it open. (Applause.) . 

Mr. W. J. Richardson, Chairman of the Barlock Typewriter Co., Ltd., 
gracefully expressed the thanks of the Association to Mr. Selfridge, whom 
he described as one of the greatest efficiency men inthe country. Beyond 
and behind all business there were ideas for the betterment of the popula- 
tion, and if they would know more of these ideas he urged them to read 
Mr. Selfridge’s book, The Romance of Business. 


Some of the Exhibits 


An inspection of the stands revealed many features of popular interest 
among the various exhibits. These, as an ensemble, formed a very 
representative collection of the latest developments in time and labour 
saving devices now recognised as indispensable to the equipment of the 
modern office. Many of these developments indicate astonishing advance- 
ment in recent technical invention, “nd would well repay the careful 
investigation of every business man. Especially noteworthy exhibits 
were those of the Hollerith and the Powers tabulating machines, the 
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il Miss Millicent Woodward’ S ee ie ane on iie e Royal 
ere followed with great interest, and the Corona, the Underwood 
ortable, the Blick, the Woodstock, and the Elliott-Fisher were success- 

fully demonstrated at other stalls. There was an effective display of 

‘Kardex Visible Card Systems and of Moore’s Modern Methods, in 

hich the. advantages of bound book and card index are ingeniously 

combined. The “ Bizada ” Visible Card Index was effectively shown, 
and the “ Vicash”’ Business Systems were also admirably displayed. 

Johnson, Taylor & Co., Ltd., had an interesting exhibit of “ Su-tall ” 

_ filing and card cabinets, together with “ Twinlock ” loose-leaf devices. 

_ Other capital displays were staged by the Addressograph, the Addressall, 

_ the Gammeter Multigraph, the Kalamazoo account books, the Lamson 

_ Paragon office efficiency manufacturers, the Shannon Filing Systems, 

the. Protectograph Cheque Writer, the English Insurance Co., Ltd. 

_ (which specialises in Business Efficiency), the New System Telephones, 

_ the Cledhill-Brook Time Recorders, the Art Metal Construction Co., with 

steel office equipment, and Tollit & Harvey, with loose-leaf ledgers 

~ and binders. 

<> The Exhibition, which was a remarkably compact and effective display 

_ of up-to-date office machinery and appliances, remained open until the 

- 18th Feb., inclusive, and throughout proved a great attraction to the 
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A Smart Trade Organ 


E have received a'copy of the first issue of the UY. C. Outlook, which, is 
iblished by the United Yeast Co., Ltd., of 80 Miller Street, Manchester, for 
on among their customers, present and prospective, in the baking trade. 
lication is attractively produced and well designed to achieve its purpose 
increasing. the spirit of goodwill and confidence between buyer and seller, A 







fu sle by the Editor, Mr. Chas. M. C. Symes, emphasises the importance 

m he confectionery trade of basing their se ling prices on facts, and 
“necessity for accurate records of costs. Other interesting A which are ee 
ghtly illustrated, complete a most effective trade organ. i: He i: 
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i of its accommodation, the power it consumes, the cost of supervi 





































By E. W. NEWMAN, A.C.A. 
-Of the firm of Newman, Biggs & Co., Chartered Accountants, Birmingham ‘ 
Author of * The Theory and Practice of Ca osting g> 


6. Oncost Allocation : 


i A “Short Description of the More Popular Methods and. 
| Relative Merits Considered 





: E the fourth article of this series the necessity of effecting dee 
A divisions on the expenditure of all manufacturing business 
considered— | 
l. From the point of view of efficient financial control ; 
2. In ascertaining approximately true costs of individual products 
If has already been stated that the prices of commodities should bear 
an approximately true relation to the costs of their production and 
distribution. If they do not, then one of the principal factors inducing 
stability in trade is absent. We agree that this is but an ideal, and there 
are many influences at work which make this ideal difficult to carry 
out. It is impossible for manufacturers even to approach this ideal 
and to do their best in giving effect to it, if the differences in manufac- 
turing conditions observable in the various departments of most businesses. 
are ignored’ for costing purposes. In one department there may be 
installed heavy machinery consuming power, taking up a great de 
of space, and involving considerable expenditure in wear and tear. IT 
machines may be served by an overhead crane system which par 
increases the departmental expenditure. In another department A 
machinery may be light and inexpensive. In yet another, there may 
no machinery at all. It has already been pointed out that the di 
‘in manufacturing conditions, thus broadly stated, are reflected. fir i 
o by differences in the ratio of direct to indirect expenditure i 
_ department. When plant and machinery are heavy or costly, the 


maintaining it may be so great that the direct expense of man 
in such a department would form only a small part of its tote 
-facturing expenditure. This is particularly so with automatic me 

But where the machinery is inexpensive, and the machine oper: 
rather than the machine, may be considered the controlling fa 0 
cost, the direct expenditure will be relatively greater. ve 





" Ratios of Direct to Indirect Expenditure g 
-~ In manufacturing industry these ratios of direct and indirect | 
“ture: are infinite. They reflect, in, fact, “the: smallest differ 
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nul idare ofkaniätion.. They also. reflect, though | po 

ne nature of the industry itself. There are cases where the operators _ ae 
are highly skilled and highly paid. Yet the type of plant used and the 

<> cost of preparing it for an operation may be so great as to make the 

_ wages of the operator a very small part indeed of the cost of the whole 

= operation. An illustration of this kind is seen in the heavy forging 

- industry. In the forge there may be a group of two or: three heavy 





- hydraulic presses. Each press has its group of furnaces in which the 
= steel ingots are heated before being pressed. Overhead is a travelling 
crane system, which first brings heavy tools to be set in the presses and 
afterwards brings the ingots from the furnaces to the presses. All these 
are very costly operations compared with which the wages of the group 
‘of operators are small in amount. 
| In the fourth article, then, these differences of departmental expendi- 
s ‘ture were illustrated by comparing the ratio of direct wages to the indirect 
expenditure in a number of departments. We saw that for every £100 
of direct wages expended in each of these departments, indirect 
expenditure was incurred amounting in the— 


£ 
Foundry ; ; ; : i . 100 
Engineering Shop . ; , : ; . 255 

2 Press Shop . ; : ‘ . 275 
: Forge . ‘ ; i f ‘ < H7 
Assembling Shop ; : : i E 
Polishing Shop. i i . ; . 39 


We also saw that, valuing the business as a whole and ignoring depart- 
mental distinctions, the ratio of indirect expenditure to £100 of direct 
wages was £112. To ignore departmental distinctions, therefore, is to 
under-estimate very seriously the cost of work executed in the engineering 
and press shops, and to over-estimate the work done in the assembling 
and polishing shops. The anomalies in costs which would so arise would 
. disappear only in those cases where the whole output consists of a single 
class, or limited range, of standard products, passing through all depart- 
ents, and being subjected, substantially, to the same manufacturing 
mo These conditions do not often obtain. 
Realising thus the necessity for departmentalisation in costing, and 
assuming we have succeeded in splitting up the whole manufacturing 
expense equitably to each department, we have next to cansider how 
-= this expense is to be measured in relation to each product. It is proposed 
to consider, first of all, some of the more popular methods of dealing 
ith this problem. 


ve Trad itional Methods 

Some of the more popular method#are curiously out of touch with 
i the fundamentals of accurate costing. It is customary in some trades 
© to ignore not only departmental differences, but also the ratios of the 
484 













Present Day Costing Problems 





aggregate direct expenditure to indirect expenditure deducible from the 
accounts of individual members of the trade. The members do not 
depend upon their own experience, and their manufacturing efficiency 
or inefficiency is not reflected in their compilations of costs. They 
depend, in fact, upon oncost rates fixed either by trade agreement or by 
trade custom. There are caSes where the oncost rates fixed by agreement 
amongst competing members in particular branches of manufacturing 
industry do not even approximately agree with the actual conditions in - 
the trade itself. They are fixed after discussion amongst representatives. 
who have very little knowledge of the fundamental principles of costing. 
Consequently the costing methods recommended to particular groups of 
manutacturérs are fundamentally wrong. It is usually in the allocation 
of oncost that these recommendations are fallacious. The writer has. 
frequently heard it stated that the heavy brass trade in the Birmingham 
district was ruined by competition from without, because of the tenacious. 
adherence by the trade to a method of allocating oncost, in proportion 
to the weight and value of the metal rather than to the value of the 
manufacturing operations performed upon the metal. 

The Birmingham heavy brass trade is, however, by no means the 
only trade which has suffered, or is destined to suffer, from a similar. 
cause. The same method is practised to-day by large numbers of 
manufacturers. By this method, not only is the need for observing 
departmental distinctions ignored but a standard of measure is adopted 
for oncost allocation which cannot fail to produce costs in the majority 
of cases altogether out of accord with the actual manufacturing costs 
incurred. It ought to be realised by all who practise this method that 
they are building their house upon the sand. In fair weather that house 
may stand, but when the floods come and the winds blow that house will 
be beaten upon and will fall. 


The Fallacies of Traditional Methods 

To reveal the fallacy of this method let us take one or two illustrations. 
We will assume that the manufacturing expenditure of a business for a 
representative period was made up of— 








£ 
Direct Labour . : . 25,000 
e Direct Material . i . 35,000 
60,000 
Oncost Expense . n . 30,000 = 50% of material and labour 
` or 120% of labour only. 
£90,000 





The method of costing which Wwe are now describing consists of the 
estimation of the combined cost of the direct material and labour 
expenditure involved in the manufacture of any article, and the addition . 
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- part of the indirect expense of manufacture, or 
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-of 50 per cent to this combined cost to cover the indirect expenditure, 
or “ oncost,” this being the ratio of direct to indirect expenditure as 
shown in the summarised figures above. The accuracy of this method 
of costing may be tested by taking the case of two articles, the estimated 
cost of which by this method are as follows, viz.— 














ARTICLE No. 1. ARTICLE No. 2. 
Ss. @, S. 3 
Direct Labour . : . 10 = 3 — 
Direct Material : . 3 - 10 - 
i 13 - 13 -= 
Oncost 50% . ; ; i 6 6 6 6 
19 86 19 8 


It will be seen that the chief item of cost in article No. 1 is direct wages. 
Material cost is the smallest part of its total cost. ` The fact that direct 
wages expenditure amounting to 10s. has been incurred upon m. terial 
costing only 8s. suggests that this material has been subjected to a 
considerable number of manufacturing processes. We may infer also 
that each process has involved some expenditure on power. Provision 
of tools would presumably be necessary; the machinery has suffered 
‘wear and tear; the time of supervisors has been taken up; and, as each 
‘process takes time, rent, rates, ight, and heat has been expended on the 
accommodation of the workers and machines engaged in the manufacture 
of this article. The expenditure here detailed accounts for the larger 
“ oncost,” incurred in 
the completion of article No. 1. 

Looking now at the cost of article No. 2 it will be seen that only 3s. 
thas been incurred in direct wages expenditure on raw material costing 
10s., and the inference which may reasonably be drawn from this fact 
is that the number of operations involved in the manufacture of article 
No. 2 was much less than in the case of article No. 1. That being so, 
the consumption of power and provision of tools, the wear and tear of 
machinery, and the time occupied in manufacture, which means rent 
and rates, light and heat, would be so much less. For present purposes 
‘we will assume that these expenses would be correspondingly less. The 
‘method of costing which charges both these articles with the same amount 
-of oncost expenditure is, therefore, obviously faulty. The fallacy of this 
method lies in the fact that the material cost is burdened with oncost 
-expenditure in equal proportion -with the direct wages cost. The effect 
-of this method is to over-estimate the manufacturing cost of those articles 
in which the material cost predominates, and to under-estimate the cost 
-of those articles in which the direct wages expenditure is greater. 
Approximately accurate costs would only be produced in those cases 
where the ratio of material cost to wages cost is substantially the ratio 
<f material to wages as shown in the summarised account above. 
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When Fallacies do not Arise 


The allocation of oncost expense to the combined material and labour 
‘cost yields inaccurate estimates of costs in the large majority of cases. 
There are instances where the ratio of material to labour is a fairly con- 
‘stant ratio. We refer to instances where the amount of material itself, 


_largely determines the extent of the wages expenditure incurred upon it. 


‘There are such instances, and where they exist the fallacy already 
indicated does not arise. There are instances, too, where the superficial 
area, or the width, or the length of certain classes of material form a 
reliable standard of measure for the allocation of the oncost expense 
These standards are often effective with certain types of metal rolling. 
It should be observed, however, that -these standards are not standards 
of value, although in some instances they may safely be converted into 
or expressed as such. 


Object Lessons 


In the light of what has already been said we now understand why 
the Birmingham brass industry was at one time largely deprived of the 


- trade in heavier goods, and left with the trade in lighter goods. By the 


method of costing which has been described, and still tenaciously adhered 
to by many manufacturers, the heavier goods would be over-priced, and 
the lighter goods correspondingly relieved of expense incurred in their 
production. Consequently trade in lighter brass goods became 
unprofitable. 

It should be stated that the case of the Birmingham brass industry 
has only been cited by way of example. It must not be supposed that 
the controllers of this industry are less astute than those of other indus- 
tries. The methods previously practised have now largely been aban- 
doned in favour of better methods, but not before the penalty was paid 
and those who specialised in heavier brass goods had reaped a rich harvest. 

The method described, as we have already stated, is still practised 
by many manufacturers, and is apparently one of the main causes of 
businesses coming and going. 


Direct Labour Method 


In examining the cost of articles Nos. 1 and 2, as set out above, we 
adopted the amount of direct labour expenditure as indicating to some 
extent the measure of the oncost expense incurred in each case. It will 
be seen from the summary of manufacturing expenditure on page 485 
that the ratio of oncost expense to the direct labour expenditure is 120 
per cent. Applying this percentage to the direct wages expenditure 
on thesé two articles the total manufacturing costs ascertained in this 
way would be as shown at the top of page 488. 
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ARTICLE No. 1. ARTICLE No. 2, 
S d. S. 
Direct Labour : 10 >= 3 = 
Oncost Expense, 120% ‘ 12 — 3 7 
1 2 > $ 8 7 
Direct Material . . . 3 = 10 — 
fl 5 - 16 7 


aE 


as compared with 19s. 6d. for both articles, as ascertained by the first 
method. The superiority of these costs over the former is obvious for the 
reason that article No. 2, on which the direct labour expenditure is 3s., 
is only burdened with manufacturing oncost amounting to 3s. 7d. as 
compared with 6s. 6d. by the first method, while article No. 1, on which 
the direct labour expenditure is 10si, is burdened with 12s. as compared 
with 6s. 6d. Comparing these costs, therefore, with the costs estimated 
by the method previously described they appear on the face of them to 
reflect more truly the probable cost of manufacture. : 
This second method is known as the direct labour method. It is a 
very popular method. Its popularity is probably due to the fact that 
it is easy to, operate and possibly manufacturers place more faith in it 
than it deserves. Its merits and demerits, however, will be discussed 
in the next article. It is necessary to point out, however, that the direct 
labour method is devoid of virtue and is very little superior to the first 
method described, in the absence of a very strict departmentalisation of 
expenditure. This will be clearly seen if we refer again to the depart- 
mental rates set out on page 484. The ratio of indirect expenditure to 
direct wages, ignoring the departmental differences, was stated to be 
112 per cent. Applying this rate to article No. 1 its cost would be— 








é S d 

Direct Labour i : . . í 10 - 
Ada 1i 2% . í : ; . ; 11 3 
£1 4 3 





Assuming, however, that 7s. of the direct wages expenditure on this 
article was expended in the engineering shop and 3s. in the assembling 
shop the estimated cost would be— 





` i S. of, 
Wages on Engineering PEDR REA é : $. 7 - 
Add 255% . : ‘ ‘ 17 10 
Wages in Assembling Department ; i ; 3 - 
Add 53% ‘ : ; i 1 8 
Direct Materjal : 3 — 
£1 12 6 





We cannot illustrate the need for departmentalisation more forcibly 
than by this illustration. : 
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H ow reckless over-capitalisation strikes directly at the workers’ standard of living is 
here clearly shown by this able financial critic. 





“The Administration of Capital 


By ©. R. Stuers, F.S.8., F.R.G.S. 


While boldly defending Capitalism as a powerful ethical force, the writer pens a 
remarkable exposure of the evil effects of over-capitalisation and other unsound 
methods of finance which have been so largely practised during the last few years. 
He maintains that over-capitalisation is an abuse of the true principle of Capitalism, 
and calls for intelligent action against it on the part of the community. 


HERE can be little doubt as to the universal benefits arising from 

the theory and practice of capitalism. No system could have been 
devised to give more far-reaching results in that material well-being on 
which modern civilisation is soundly based. It is a well-known saying 
that you cannot preach religion to a man on an empty stomach ; and it 
is certainly of little use to inculcate such matters as ethics and civic 
responsibility into a nation that does not understand the sweetness and 
cleanliness of a measure of prosperity. The raising of the standard of 
‘living of nations has been slowly progressing for centuries and it has been 
made possible solely through the agency of the system which we call 
capitalism—the “standard of living,” of course, being taken in its 
widest meaning and including social benefits as well as luxury items such 
as entertainment and better food. The fundamental principle of capital- 
ism consists of the recognition of a medium by means of which commodi- 
ties may be exchanged—each commodity being translatable into terms 
of this medium, which we call money. Practically every country con- 
cedes this recognition and is thereby enabled to share in the general 
prosperity and advancement ruling throughout the world ; its participa- 
tion being, naturally, relative to its productive energy and enterprise. 
An individual who outrages the reasonable conventions of his nation 
brings upon himself and on those dependent on him distress and suffering. 
It is the same with this greatest and most universal of conventions— 
capitalism. A people cannot deny its creed and continue to live in a 
condition reflective of advancing civilisation. Russia, in recent history, 
is an outstanding example of departure from what may justly be called a 
“ world-principle ” ; and the suffering and misery of her people, in that 
the government has abrogated the theory and practice of capitalism, have 
done more to prove to a watching universe that capitalism and civilisation 
are inseparable than a century of increasing material benefits. 


Root Cause of Englana’s Greatness 

What system other than this international ‘recognition of money 
could have rendered possible the maintenance of the millions that inhabit 
the insignificant portions of land which we call the British Isles, where, 
in order to feed the desire for a higher standard of living in foreign 
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countries, as well as in our own, we have so specialised in manufactures 
that we are practically dependent for food itself on our imports from 
abroad? If we reflect for a moment on a supposititious shutting off 
of supplies from foreign countries, the thought will probably suggest 
itself that the English people are extraordinarily lacking in the main 
essential of life—-provision for the future. A very elementary knowledge 
of economics, however, will show that there is wisdom in this apparent 
madness. The very man who grows the wheat that helps to feed England 
(in some far-off country specialising in agriculture) needs commodities 
which he regards as of infinitely more use to. him than the wheat he 
grows in quantities so enormously beyond his personal consumption. 
It is because industry yields a much greater profit per head of population 
than agriculture that England has become a power in the world, with a 
prosperity impossible to the country whose interests are mainly 
agricultural. : 


Capitalism a Powerful Ethical Force : 

This interdependence of nations is directly due to capitalism, and it 
will be clear to the thinking man that capitalism is a powerful ethical 
force that is educating man through the selfishness of his personal desires 
to the realisation of a more highly civilised state in which the word 
‘brotherhood ” will become a principle. 

If the innumerable benefits that man has gained in adapting and 
systematising natural laws and processes be reviewed, it will be difficult 
to find any one particular revelation that he has not abused. To some 
extent the abuse thereof may be considered to have educative value, 
even ifit but bring him to a realisation of his own limitations. The economic 
laws as we know them are natural and would appéar fundamental truths 
carrying direct consequence to the individual or nation subverting them. 
The evolution of capitalism unquestionably carries potentialities for 
good that are but vaguely realised to-day, and the noble purpose vested 
in the system is vitiated by artificialities and by the selfishness of what 
we call the “ vested interest ” to an extent that seems to almost justify 
the complaints of those who suffer through what they consider defects 
inseparable from the principle itself. It is possible to point in criticism 
' at the highest form of religion and to clearly indicate defects in adminis- 
tration ; and so it is with capitalism—the defects of the system are in 
administration and the principle itself remains undefiled. 


Fallacy of the Bottomless Pit 
The defects in capital-administration during the last few years have 
become so accentuated as to be obvigus to the merest tyro in finance. 
Prior to the war the expansion of what we call “ share-capital liability ” 
was a comparatively gradual and unobtrusive growth. There were, 
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indeed, failures and heavy losses to shareholders ; but for a large number 
of years, in industry particularly, conservatism put up a powerful 
barrier against anything like a national speculative movement. During 
the later war years and up to the summer of 1920, the profits made in 
many industries were so unprecedented as to appear colossal in com- 
parison with profits made in the pre-war years. The much-abused 
Excess Profits Duty acted both as a spur and as an excuse to pile up 
enormous reserves that in the big majority of cases were invested in the 
business. The growing demands of labour, all unwilling to be left out 
of the race for wealth, were submitted to by the Government and by 
industry generally—the argument being that doubtless the consumer 
with the apparently bottomless pocket would pay. The great mistake 
made by both capital and labour, as'we know it to-day, lay in the fact 
that the consumer’s pocket was not bottomless and that the bottom was 
found with startling suddenness. 


Perils of Abusing the Principle of Capitalism 

The abuse of the fine principle of capitalism consisted in the accumu- 
lation of these vast reserves, that were reserves in name only. A whole- 
sale capitalisation of these hidden profits followed and bonus shares 
became the fashionable issue—issues of 100 per cent per annum being 
common. The real danger to the fair name of industry, and, indeed, 
to finance generally, resulting from this method of making capital incre- 
ments by bonus issues, lay in the enormous power placed in the hands 
of the directors to speculate with the shareholders’ money. The so-called 
“ reserves,” long before the bonus issue was made, had been spent, and 
spent in a period of ruling top prices in the desire to expand—clearly, 
unhealthily and on the assumption that growing wealth is a ceaseless 
process. It is not difficult to imagine some measure of the disruptive 
force set loose if we think that in 1919-1920 there were thousands of 
companies with hundreds of millions of credit and cash resources and 
all such companies filled with the desire to expand, to over-stock regardless 
of prices paid, and to mortgage the future up to the hilt in order to keep 
well forward in the great race for wealth. 

What a different story to tell it would have been if these reserves had 
been invested substantially and kept as an actual and convertible liquid 
asset outstde"the business? Had this method of finance been adopted 
{it has been practised very largely by our banks and premier insurance 
companies) and had the familiar contrivance of the share-premium issue 
been held within bounds, it would have been impossible for prices to have 
mounted to the inflated heights reached; labour demands would have 
been fought, or what is quite proBable, would never have been made, 
and the purchasing power of the consumer would not have become the 
moribund thing that it has appeared oyer the last twelve months. 
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Obviously, this manipulation of the principles of capitalism by the 
“ vested interest ” is an abuse carrying devastating consequences, and it 
is only due to the adherence of the few great and conservative companies-—— 
the banks, certain insurance companies, and an industrial and trading 
undertaking here and there—that the name of Britain, as a creditor 
nation second only to the United States, has been maintained. 


Evil Effects of Bad Finance 


A further derogation to the capitalistic principle is to be found in the 
practice of writing up assets, let us say, for the purpose of a new issue 
of capital or in order to secure favourable terms on a prospective amal- 
gamation. To write up asset-values freely in times of bounding pros- 
perity, thereby discounting the inevitable trade reaction, is clearly bad 
finance ; and such finance was conspicuous throughout trade and industry 
both during and since the war. It were a simple matter to double or 
treble, with apparent justification, asset-values in a boom period; and 
if it were as simple to write those values off in the subsequent reaction 
the matter would not carry the vital consequence of such irredeemable 
liability as exists to-day. A company may not reduce its share-capital 
liability except under conditions of practically established insolvency ; 
as long as it can keep moving under its self-imposed burden of irredeemable 
debt it must carry on. Every form of economy has to be practised, for 
it is the duty of directors to show dividends if their powers of resource 
or ingenuity can do so. And it is at this stage that the vested interest 
is brought into violent conflict with labour, the latter being the heaviest 
drain on the strength of the undertaking. History tends to show that 
disputes with the worker are far less operative in good times—it is when 
the day of huge profits is past and when an inflated burden of capital has 
to be maintained in a condition of productiveness on a substantially 
reduced margin of profits that the fight between labour and the vested 
interest of capital becomes both bitter and earnest. 

The vested interest of capital—by which is understood the directorate, 
the combine, or the management of a given trading unit of capital as 
clearly distinct from the capitalist, who is usually the individual investor 
-——has to maintain the struggle for the right to make the capital it controls 
productive, and during a period of trading reaction the mean is not 
found until the standard of living of the worker is lowerefl to the point 
that makes a profit on the share-capital liability possible. An equating 
medium is certainly to be found in the system of writing off share capital 
liability as lost ; but this measure is only adopted as a last resource and 
while it remains a synonym for insolvency, is but a drop in the ocean in 
comparison with the huge nationaP burden of liability that must be 
carried. l l 

The Economist of ist October gives the figures of “new capital” 
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from the year 1904 to the year 1920. Roughly, the new capital issued 
during these sixteen years amounted to over 7,600 million sterling. From 
1917 to 1920 the figure was substantially over 5,000 milion sterling. 
This enormous increase for four years as against the preceding twelve 
years is in itself sufficiently startling ; but if the total amounts due to 
bonus issues and the sterling accumulated by share-premium issues were 
added on for the last four years to this figure of 5,000 millions, it would, 
of course, be substantially augmented. 


Wreckage of Over-Capitalisation 


The point to be noted in connection with these thousands of millions 
is that they are a liability, and, as such, a charge on the efforts of those 
who control them to keep them in a condition of productivity. It is, 
of course, an herculean, and, indeed, an impossible task. A large number 
of dividends due have already been passed, to say nothing of the huge 
capital losses suffered by investors and the distress of millions of workers. 

Clearly, there is something wrong; and the cause of the anomaly 
may be traced to the abuse of the natural, beneficent force called 
“ capitalism.” Investment supplies capital with fresh energy under the 
implied injunction that that energy shall be stored and developed in- 
ternally, as opposed to dissipation. To-day there are few companies 
that may be said to have conserved that precious energy, and many 
that have dissipated it; and the receding of the wave of Speen has 
left the shore strewn with Wreckage; 


Industry's Stupendous Burden 


The elementary law of supply and demand would appear an inevitable 
.truth. Sooner or later, artificialities both of wages and of capital must 
yield to this powerful force ceaselessly striving to effect adjustments 
that will induce the approximate balance. The process is ideal only 
when each subsidiary influence is elastic. In our modern system of 
finance we have this elasticity to a very great extent by virtue of our 
markets, which take no stock of the potential value of share or loan- 
capital liability but adjust prices to what that lability is assumed to be 
worth as an agent producing dividends or interest. The same elastic 
principle is evident in relation to the declaration of dividends, that are 
approximately adjusted to the earning power of the business. Wages, 
in a lesser degree, have the same property, although it is vitiated by 
inculcated suspicion of the motives of the vested interest in capital. 
In practically every item of the financial system we find the potentialities 
of compensation save only in one fhatter—that of share-capital lability. 
Thousands of millions are piled up into a stupendous burden which the 
worker and the investor must support, and it is the “ vested interest ” 
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which interlocks the physical energy of the worker and the latent energy 
of the investor in the effort to make that burden productive. 

Could this enormous and largely negative factor be vested with the 
compensatory contraction and expansion which is the basis of supply 
and demand, and which cannot be subverted without consequence, 
we should approach closely to the practice of the true principle of capital- 
ism. The theory of the balance has been developed so admirably in 
our dealings both in trade and industry and in finance that the anomaly 
of the over-capitalised undertaking with its balance struck by the aid 
of fictitious asset-values, reserves that do not exist, and other initiations 
of unsound finance, clearly calls for more intelligent action than to leave 
matters so that it may become a derelict that is a danger on the high 
seas of trade and industry and a detriment to the fair name of capitalism. 





Ideals in Industry and Commerce 


A New National Movement 


T wire industry, furniture making, the wool trade, pottery, publishing, 
paper-making, confectionery, building, banking, and education are very varied 
* walks of life; and the fact that the names of some of the most prominent members . 
of these different avocations appear in the newly published list of the General 
Council of the National Movement towards a Christian Order of Industry and 
Commerce demonstrates how wide is the unrest felt regarding our present social 
and industrial system, not only among the workers but among the employers as 
well. The object of this body, the chairman of which is Mr. Sydney W. Pascal, 
with Viscount Hambledon (of W. H. Smith & Son), Mr. B. Seebohm Rowntree, 
Mr. Arnold 5. Rowntree, and Mr. Angus Watson, of Newcastle, as vice-presidents, 
and Sir R. V. Vassar-Smith (chairman of Lloyds Bank) as treasurer, is to rally 
men and women of goodwill engaged in the administration of industry, commerce, 
and the professions to the application of Christian Principles to uedustrial, com- 
mercial, and professional life. It has taken the form of a definite movement with 
an office at 24 Great Russell Street, London, W.C.1, as a result of a meeting largely 
attended by business and professional men, which Lord Robert Cecil addressed 
in the summer, Already it has drawn up a‘“‘charter’’ of demands calling for 
service as the motive of all industry and emphasising that human labour cannot 
be regarded as a commodity. 





Further ingenious ideas for the development of ewisting forms of accounting and 
statistical records are explained below. 


Office Records 


Some Undeveloped Fields for Improvement 
By P. T. LLOYD 


(Continued from page 426) 


II.—ACCOUNTING AND STATISTICAL RECORDS 


A WIDE choice of machinery is now open to the accountant or statis- 
tician, not only for performing the four arithmetical processes, but 
also, in the case of addition and subtraction, for automatically classifying 
and tabulating the results. The medium for carrying the figures, be it 
schedule or book, would therefore appear to offer but little opening for 
improvement, since the order and arrangement would be a matter of 
‘accounting or statistical technique, with which we are not, in the present 
instance, concerned. There is, however, a tendency with the complex 
requirements of to-day, which exact a more detailed analysis and dis- 
section of the records, for tabular statements to become somewhat 
unwieldy and some possible methods of concentration, and even 
elimination, will, among other things, be considered. i 


The Ruling of Books and Statements 


Any commercial stationer can supply a wide range of * stock rulings,” 
but ignorance of the various patterns available often forces the staff to 
resort to the time-wasting expedient of ruling by hand when a special 
return is demanded urgently, or some new and unforeseen form of record 
is initiated. This could be avoided if the stationery storekeeper kept a 
small stock in hand, each department being supplied with a set of specimen 
rulings made up with a numbered strip cut from each pattern, and affixed 
to a card. The card of specimens could then be set up in a prominent 
position, and the identification number obtained at a glance when 
telephoning for a supply from the storekeeper. 

Occasionally it would happen that none of the standard rulings would 
be suitable, and ruling by hand become inevitable. If the special arrange- 
ment of several columns on each page of a book was necessary, a 
preliminary marking out of line positions would be the first process, 
followed by a constant re-setting of the ruler for each line, including the 
sub-division of the sterling columns. The marking to scale could be 
avoided, and the whole operation. carried out far more rapidly, when 
these emergencies arise, by using gn adj ustable set of rulers arranged 
asin Fig.8 The rulers, or “ columns,” move along dovetailed grooves 
at the top and bottom of a fixed frame, and, when set apart atthe 
distances required, are retained in position by binding screws ; the rulers 
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could be constructed of thin wood or ivorine, and, if necessary, counter- 
sunk to allow for surface contact with the sheet of paper or page of the 
book. The columns are then marked with a copying ink pencil along 
the two edges provided, and the lines for sterling through slots in each 
ruler; the edges and slots combined also give extensive possibilities in 
the arrangement of columns, when no sterling ruling is required. 





When .a statement with columns in pairs, for numbers and values 
respectively, is being prepared, cross totals under the two headings can 
be obtained more readily, and accurately, by means of the ruling shown 
below— 











Office Records 





The method illustrated seems obvious, but is not by any means in 
general use. Ifa single line only for the two quantities has been pro- 
vided, the totals can be compiled or checked in greater comfort with the 
aid of a card containing a row of openings or slots cut in register with the 
two sets of columns to be aggregated. 


The Cut-Page Principle 


It is common knowledge that a constant re-writing of the item 
column is obviated by making the continuation pages for later periods 
shorter in width, but it is not so often realized that the same device is 
equally suitable for reducing the span of a book in which figures are 
tabulated, for the same period, under many columns. 





The shorter pages are usually cut in a vertical direction, but a 
recapitulation of totals from the bottom of a series of pages can be 
avoided by reducing the depth of the pages, step by step, in a horizontal 
direction. Similarly with a graduated series of vertical cuts (the over- 
lapping system again), as shown above, the more important figures to 
be totalled (either down or across the page) would appear at the edge 
of each leaf, while the subsidiary details would be referred to by lifting 
the leaf immediately above. 

The serial numbers of railway tickets issued for different destinations, 
or the’preljminary stages in the tabulation of a set of figures, are appro- 
priate examples where this system would be applicable for the collection 
of far more information than would be possible, otherwise, on a single 
page. 

A series of graduated and horizontal cuts at the edge of each page, 
with a backing of linen, indexes the book, yet the system is used 
more frequently for an alphabefical than a numerical progression. © The 
system will be referred to later in connection with serial or consecutive 
numbering, but one would have imagined that this medium for quick 
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reference would, as a matter of course, form part of every ready reckoner 
in constant use. One reason for its general omission may be that the 
index can only be employed in a forward direction, any reference to an 
earlier table or rate necessitating the restoration of the book to the first 
page position. The flap table overcomes the indexing difficulty, but 








pia tes Shad] CRE F 





Fic, 11. 


book. The disadvantages are removed and the facilities of both methods 
retained in the “ pricing outfit,” more familiar in America, which is made 
up from a series of tabbed and hinged cards attached to an inclined base. 
(See Fig. 11.) The tabulated calculations are printed on the front and, 
in an inverted position, on the back of each card; the tabs also bear a 
guiding figure on both the front and the back. In effect, the cut page 
principle is then operative in both directions, and a ready reckoner of 
this description can be, in some circumstances, a keen rival of the 
calculating machine. > 
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Totalling Without Tabulation 

The overlapping order of hinged cards or pages has already received 
a liberal share of attention, but a parting reference may perhaps be made 
to the use of this principle in connection with the compilation of totals 
from a set of loose statements or accounts. The precise conditions in 
view would be where periodical returns are furnished by numerous 
branches or agencies, and it is desired to aggregate the figures under 
each of many items, either for all branches under one date, or for the 
same branch under several dates. The normal procedure would be a 
preliminary tabulation under classified headings, followed by an adding 
together of figures in each column, but if the main interest lies in the 
totals only, the statement can be dispensed with as an intermediary 
by arranging the loose forms containing the primary information in 
overlapping order, and making totals across the columns of figures so 
exposed, the results being entered on a blank form of the same design 
placed at one end of the row. When forms of account with debit and 
credit items are being summarised, the credit totals can be obtained 
by simply setting out the forms as described, but the folding of each 
form along the edge of the relative column would be necessary before 
a similar procedure could be followed for debit totals, although this 
would be unnecessary if the account form is printed as shown below— 


` 





The operation can be carried out with a greater degree of accuracy 
and comfort by means of the appliance illustrated in Fig. 12. The forms 






J HEZ 
LF EEE) 


laa Ta 12. 





are laid out on à board fitted with a narrow strip of beading along the 

bottom and side edges, which facilitates the alignment of like items ; 

a bar working on a pair of two-way steel springs at the top of the board 
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is then moved down and clamps the forms in position, a loose strip of 
wood or flat ruler being used to assist the eye when making totals. A 
length of tape is affixed to the under edge of the bar and a simular length, 
in parallel, on the board itself; this affords a better grip for the hinged 
bar, when lowered. j 

The appliance described allows sufficient latitude for securing an exact 
alignment of the same items, even when the size of the paper form 
varies slightly—the printing will naturally always be in register—but 
if a reliable register of both paper and printing is assured and it is desired, 
further, to take a series of intermediate balances down the same set 





SECTION, 


Bose. 


Fie. 13. 


of accounts, the troublesome to and fro process of re-setting and align- 

ment can be simplified by using the following device. Each account 

is inserted into a sort of sheath, with openings or “ windows ” on its 

face, to leave the columns of figures uncovered ; the sheath is attached 
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with tapes to a base.on the “rocking ” hinge principle, as used with a 
Currency note case, ie. either side can be used at will as the pivot on 
which the sheath turns. (See Fig. 13, which shows, in section, the 
action of the hinges.) It will be appreciated, therefore, that by arranging 
a set ‘of sheaths in overlapping 


order and at a suitable distance - LSS 


apart, the accounts are kept in 
perfect register and can be f 
changed over from one position 








to the other with great rapidity. SERON -POTION 

In order to make perfectly clear 

the method of alternately expos- ae se 
ing the debit and credit columns, THIRD POSITION 


some progressive stages of the 


Sa C6 ee... 
by Fig. 14. SAE. POSON 
The overlapping system com- Fra. 14. 


bined with the power of extending 

either the upper or the lower edges of a series of cards, introduces a 

new principle so far as office appliances are concerned, and may have 

possibilities in other directions, according to the nature of the record ; 

in this one instance it is dedicated to that “ ingenious reader to whom 
other uses will readily suggest themselves.” 


(To be Continued.) 
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Underwriters’ Accounts and Marine 
Insurance 


By G. Jounson, F.C.1S8, 


T” E object of this article is to indicate a few points of general interest 
on Underwriters’ Accounts, and incidentally on the highly technical 
and important subject of Marine Insurance. Assuming that the X Y Z 
Rubber Co., Ltd., is importing to this country rubber from its estate 
` -in the Far East, and that the conditions of insurance have been pre- 
arranged with a broker, B, let us suppose that the latter is instructed to 
close the insurance on a certain consignment for £1,280, and that he does 
so at 12s. 6d. per cent. Specimen forms of instructions to open and close 
insurances are given later in the article. In due course the insurer or 
the mercharit receives an account from the broker in terms similar to 
the following— ? 



































£ S. 4. 
£1,280 @ 12s. 6d. % B & = 
re 

Less 5% 8 - 
Less 10% £7 12 =. . 2... 15 2 
- 7 410 
Policy and Stamp. i : : : ; 1 4 
£7 6 2 
The broker may render his account in the following form-— 
Insurance . : i i i i : . {8 - - 
5% Brokerage : : : ‘ : i 8 - 
712 - 
10% Direct. : ‘ : ‘ ; ‘ 15 2 
6 16 10 
Add Brokerage : ‘ i ; : : 8 - 
7 410 
Policy and Stamp . ; . : ; ; 1 4 
£7 6 2 
As between the underwriter and the broker the account will be— 
£1,280 @ 12s. 8d. % . . . .  . 4 
Less 5% i : ‘ ' $ : x 8 — 
FAD 
Less 10% . ©. . 2. 2. 2, 15 2 
£6 16 10 





-and the difference between £7 4s. 10d“and £6 16s. 10d., which is 8s., is 
the broker’s remuneration or brokerage of 5 per cent on the amount of 


the premium of £8. g 
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-As the 10 per cent generally appears no longer to be regar 
cash discount, it is desirable that the premiums be posted in the boo 


of account net. The allowance of the 10 per cent in some cases and 





MR. G, JOHNSON, PCLS. ee 
disallowance in others when the premiums are not paid at the due dates 
is productive of much complication and adjustment where the transac. 
tions are humerous. As between the broker and the merchant we fre. 2 a 
quently find a clause such as that noted on the following specimen 
account— PER 

LLOYDS. 
L2th June, 18s. 

Effected with Lloyd's Underwriteys— 7 
Issued for Afe Ofen. 1E Ee © Sed aE P of 


DRUM A PANEER R AAO RHA RHE OES OY 


sapna (3 RAT E Rene eee ETET PENE E EET ER E E E E EE E E E E 
$ £ 
e On Buildings A, 300 Contents, 200 
i B, 200 oe? 130 AS 
Subject to average. To pay only the excess. öf {20 for damage by hurricanes. / Re 
£850 @ 25s. % ; ; » oe ad 6 
Less 10% on 410 Is. Ild. . Fr ie 


Policy and Stamp ® 






For Cash on or before 8th prox. = 913 5 
Bom OE. ig EEE SSS teem z 



















_If the net system be adopted, as in our illus T y 


o edit the underwriter with £6 16s. 10d. and debit. 




















Account with that sum, whilst he would credit the Marine Insurance 


Account with £7 4s. 10d. and debit the merchant accordingly, the 


his brokerage. He- 

7 nolicy and stamp account 
with 1s. 4d,,and in this way exhaust the latter account by reimbursement. 
The underwriter would debit the broker and credit his underwriting 
account with £6 16s. 10d. In the foregoing illustration the usual discount. 





difference between the debits and credits showing 
would also debit the merchant and credit his p 








of 10 per cent is allowed. Should, however, the terms be n/r (net rate) < 


or n/d (no discount) the merchant would pay {8 1s. 4d., and the under- 
writer would receive £7 12s. 0d. from the broker, that is £8, less 5 per cent 
brokerage. If the rate be expressed in guineas, the brokerage is repre- 
sented by the odd: shillings, and the net premium consists of the {'s., 
thus in 1,000 at two guineas per cent £20 is the premium, and £1 the 
brokerage. The following are the opening and closing instruction forms 
to which reference has already been made. 


Dear Sirs, 


With reference to my letter of the.......... See ee advising you of @ 
shipment of rubber... ical lbs. per the SoS aceeerensnenennnnnnun I now beg 
to advise you, in accordance with the terms of the special clause in our cover 
note, that the rubber has been landed from the GS Aone een and 
that the landed value plus 10% U8 fone eke I shall be glad to receive 


an amended cover note, and debit note for premium by return, also policy im 
due course. 


Dear Sirs, 
Will you kindly note the following provisional declaration under our 
open cover, ViR., OM AITE lbs. of rubber shipped on thêbsssurssieneni w 
per the S.Suonroneninenneounu fVOMearssiriinri E a T with tranship- 
ment at Singapore, approximate valne $feessosaieems ; landed value to be 
hereafter declared in the terms of the special clause added to our cover note. 


Invoice No. 6/3a. Shipped 15th Sept., 1920, per 5.8. . Landed 
from 8.8, _ Provisional declaration, 18th Sept./20 (No. 21). 
£1,140 Landed value, £600. | 

RUBBER. _ (SHEET.) 


Cases. Nos. Weight. Value. £ s a 
© 60 41/100 12120 104 530 5 - 
O Ħ 101/14 2828 104 123 14 6 

2 115/16 400 si 143 4 


76 15348 668 2 10 





Less Freight on 280 cft at 207/6 per 50 c.it. : : : 58 2 — 


Less Charges @ Id. perih: . : ; ; i ' i 63 19 — 





Declare £600. ee [Eerie eee 
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The opening or provisional insurance is usually effected on the receipt 
of a cabled advice from the estate, and the value of the goods is com- 
puted at market rates. The closing value is advised on the basis of the 


broker’s valuation on arrival of the goods. 


make the following computation. 


In this instance we may 


In the course of his dealings at Lloyd’s the broker prepares what are 
called slips with risk notes for each transaction, which are initialed by 
the underwriter, and though unstamped, are binding. 


The following are specimen slips— 


Date 27/1/18. 


Vessel, “ Mary,” andfor sirs and/or 
Cones or hjc estate in Borneo via 
Sandakan to U.K., London/Ls ‘erpool, 
incl, transhtipment if necessary at 
Singapore. 

«24,000 lbs. Rubber, 
£2,250 prov. 

£2 ex Med. 

£2 5s, ex Cape. 

W.A. and war risks 
ex delay. 

Warranted free of any claim arising 


from capture, seizure, arrest, resiraini - 


or detainment, except by the enemies of 
Great Britain or by the enemtes of the 
country to which the assured or the ship 
belongs. 

Assured to declare landed value plus 
10% on arrival of shipment ; the policy 
to include a clause to the effect that in the 
event of loss the underwriters agree to 
accept the declaration, and pay claim on 
the market value plus 10% on day prior 


to loss. 
J. R. S., 2/8rds 
M. B. R., 1/3rd 


Date, 14/3/14. 
Vessel, “Ocean Queen.” 
Rio Janeiro 
to 
London, or Liverpool, or west coast port 
in the U.K., or Marseilles, or any other 
port on the Continent, Bordeaux and 
Rotterdam both inchisi e; c.f.o. Lisbon. 
7,500 Bags Coffee, 
£16,000 at 75s. 
R.P. 20s. Marseilles, 
10s. Bordeaux, 
5s. other continental ports except 


Rotterdam. 
fga. 
f.e.s, 
f.p.a. out of the U.K. except Rotterdam 
J. K., £7,000 
M. B., £3,000 
S.and C. Syndicate, 


J. R., £6,000 


The transactions of the underwriter are duly entered in the premium 
book, which, with more or less variation in the titles of some of the columns 
assumes the,outline which is given overleaf. 


The books usually kept by underwriters are, inter aha— 


1. Premium Books; the individual items of which are posted to the 
debit of Broker’s accounts, and the totals to Premiums Accounts. 


2. Claim Book, ie. claims aged and payable—credit Broker and 
debit Claims account. For instance, take the following excerpt from 
a Statement of General and Particular, Average. 


V 3-H 
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Underwriters’ Accounts, etc. 





Vessel ground but consignees’ interest was undamaged, and was subse- 
quently landed in London., There was, however, an average contribution, 
of which their proportion was £155, so that X Y Z receives from the 
underwriters £159 18s. 2d., and the underwriters receive from the Average 
Adjusters {58 4s. 2d. 








pela. a rare 
-| {18} 2] 15918 2 


58) 4 
di 
: 3. Re-Insurance Book ; credit Broker and debit Re-insurance account. 

4. Salvage and Sundries Book. All recoveries, refunds, etc., are 
entered in this book—credit to Salvage account. 

5. Broker's Ledger. 

6. Cash Book. This book should be designed with several Dr. and 

‘Cr. columns, including spaces for ‘‘ cash’’ and bank, and the details of 
each remittance from the brokers should be detailed on the debit side 
as regards names of syndicates. 

7. Private Ledger, containing the capital accounts, Drawing accounts, 
Dividend and Interest accounts, Premium accounts, salvage claims, 
Re-insurance, Underwriting accounts, Agents’ accounts, Charges accounts, 
Deposits with Lloyd’s which are invested in certain securities, the 
interest or dividend going to the depositors. 

The Underwriting account corresponds with the Profit and Loss 
account in other descriptions of business or ventures, and it is usual to 
keep this account open for three years because of claims or any subse- 
quent debits and credits relative to salvage claims and re-insurances 
subsequently received and properly chargeable to the prior period. 

It is, of course, necessary that the books should show readily the 
underwriting transactions of each name, and the drawing of each name. 
The underwriting account consists of debits—claims, re-insurances, 
bad debts, and charges; and on the credit side, premiums, salvages, 
dividends, etc., whilst the balance sheet condenser is simple in description, 
the liabilities consisting of the usual capital and drawing accounts, and 
creditors, and the assets indicating debtors, cash at bank, on deposit 
and on current accounts, deposits with Lloyd’s, and other investments. 
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General Meetings 


By J. P. Earnspaw, F.O.LS. 


T is only by means of resolutions formally passed in general meeting 
that shareholders can exercise any effective control over the affairs 
of a company. For 364 days of the year they are scattered to every 
point of the compass. Individual shareholders can write letters, or can 
call and see the secretary. But the shareholders as a body are not known 
to each other and possess no organisation for combining in case of need, 
unless one be extemporised at the eleventh hour. The annual general 
meeting, or any extraordinary general meeting that may be held, affords 
them the only means of coming together and acting effectively. 


Company Promoters and Apathetic Shareholders : 

This being the case, it is remarkable that such meetings are, in the 
absence of special interest, scantily attended. Experience shows that 
the less successful the concern, the fewer shareholders attend its meetings. 
It is usual to find that the annual meeting of a company that has got 
thoroughly into the mire, and that is kept going just so long as there | 
are fees for the directors, is attended by two or three nominees of the 
interested parties and perhaps half-a-dozen genuine shareholders. It 
cannot be too strongly impressed on the investing public that it is upon 
this apathy—-whether the outcome of the typical shareholder’s philosophy 
in determining to “ cut his loss,” or mere laziness, it is difficult to say— 
it is upon this apathy that the unscrupulous company-monger relies in 
foisting his unsavoury goods on the public. Here and there one comes 
across an aggressive, inquisitive, and pugnacious shareholder, with the 
necessary time and business experience at his disposal, who gets together 
a committee, gets into touch with the bulk of his fellow-shareholders, 
and puts up a fight; sometimes successful, sometimes otherwise. But 
this type is not common. Far more often the shareholders of a rotten 
company “ take it lying down.” 

While a company is a going concern, it must convene an annual 
general meeting; not more than 15 months may separate any two 
annual meetings. Every shareholder entitled to attend must be notified 
at his last-known place of abode. The business that may be transacted 
at an annual meeting is what is termed “ ordinary ’’—that is, the more 
or less routine business of adopting the report and accounts of the 
directors, electing directors and auditors, declaring dividends, and doing 
anything else which is defined by theeArticles as “ ordinary ” business. - 
The routine of such a meeting is too well known to need much notice. 
The Chairman declares the meeting duly constituted; the Secretary 
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reads the notice convening it, and the report of the company’s auditors ; 
the directors’ report is usually taken “as read,” and the chairman then 
makes a speech reviewing what has been done during the year, communica- 
ting any matters of interest, and finally submits the report and account 
for adoption. Another director usually seconds, a vote is taken, and in 
999 cases out of a thousand, the report and accounts are adopted. Before 
the question is put, the meeting is open for discussing and for the putting 
of questions. When these have been dealt with and a show of hands 
taken on the motion for the adoption of the report, somebody is asked 
to propose, and somebody else to second, that the retiring director or 
directors be re-elected. The same procedure follows in'connection with 
the election of auditors. The chairman then announces that the business 
of the meeting is at an end, and, as a rule, a shareholder proposes a vote 
of thanks, which is received with acclamation or languid indifference, 
according to the dish of fare with which the meeting has been regaled. 
°” In passing, it may be remarked that where the shareholders want to 
make their directors sit up, they have an effective weapon for the purpose 
in connection with the election or re-election of directors. This matter 
will be more fully dealt with in the appropriate place. 


Importance of the Statutory Meeting 

Apart from the annual general meeting, every new company is 
required to convene a meeting within three months (not less than one 
month) after it has commenced business. This is called the “ statutory 
meeting.” It is usually treated as such a formal affair that practically 
no shareholders turn up. But this indifference is a mistake. The 
legislature had a very definite object in providing for the holding of the 
statutory meeting of a new company ; but it is obvious that if the meeting 
is left to the directors and a few nominees it cannot serve any good 
purpose as far as the shareholders are concerned. 

At the statutory meeting a statutory report must be presented ; 
a copy of which report is required to be sent to the shareholders seven 
days before the date of the meeting. The statutory report must contain, 
inter alia, the following information— 

(a) The number of shares allotted, how many for cash, and how many 
for a consjderation other than cash, as well as the nature of the 
consideration. 

(b) The amount of cash received by the company, and the amount 
spent on Capital Account. 

(c) The amount of the preliminary expenses (or an estimate thereof). 

(d) If any contract referred to in the prospectus has been modified ; 
details of such modification. 

All the above are matters of moment, and shareholders should attach 
to them due importance. At the meeting itself, the members present 
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are “at liberty to discuss any matter relating to the formation of 
the company or arising out of the statutory report,” and the meeting 
“ may adjourn from time to time.” So that shareholders present have a 
right thoroughly to thresh out any matter that they think requires 
ventilation, and in the case of any attempt to stifle discussion, can 
resolve to adjourn the meeting. There must be on the table, at the 
commencement of and throughout the meeting, a list showing the 
names, addresses, and descriptions of the members, such list to “ remain 
open and accessible ” to any member during the continuance of the 
meeting. It is at the statutory meeting that shareholders and directors 
come face to face for the first time. Let the board see the space on the 
other side of their table well occupied, and some interest displayed in the 
report and the proceedings at the meeting, and even if they might be 
disposed to take undue liberties with the company in abuse of their 
privileges and in breach of their duties as trustees, they will probably 
wonder whether, with a body of such keen shareholders, the game will 
be worth the candle. 


Extraordinary Meetings 

The annual general meeting and the statutory meeting are ordinary 
meetings. All other meetings are extraordinary—that is to say, they 
are convened when something out of the ordinary, out of the routine, 
crops up for decision. For instance, an extraordinary meeting must be 
called if it is proposed to go into liquidation ; if it is proposed to effect 
a compromise with creditors or shareholders ; if it is proposed to alter 
the articles of association, or to vary the powers contained in the 
memorandum. The procedure in regard to convening and conducting 
an extraordinary general meeting is very formal and must be strictly 
adhered to. The notice must very clearly specify the nature of the 
business to be transacted ; in fact, it should set out in full the resolution 
which it is purposed to submit for adoption (with or without modification), 
so that every person attending the meeting knows precisely what it is 
proposed to do. The requisite majority for the passing of an extra- 
ordinary resolution is three-fourths of those present and entitled to 
vote ; but for the confirming of an extraordinary resolution as a special 
resolution, a bare majority is sufficient. (A bare majqrity is also 
sufficient for the passing of an ordinary resolution.) An extraordinary 
resolution may be amended ; but it must be confirmed in the same form 
as that in which it was originally passed ; a confirmatory meeting can 
only say “ Aye” or “ Nay.” 


Powers of the Chairman ° 
Having detailed briefly the three types of meetings of shareholders, 
viz., statutory, annual, and extraerdinary, a few words about procedure 
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may be added. The smoothness of the proceedings will in great measure 
depend upon the ability of the chairman. One with a sympathetic and 
magnetic personality can do almost anything with the average meeting. 
On the other hand, tactlessness, ineptitude, and weakness will speedily 
give rise to disorder and confusion. Shareholders should remember that 
however strongly they may feel that something opposed to their interests 
is afoot, no good purpose will be served by noisiness and indiscipline. 
A chairman is bound to give all speakers an opportunity of voicing their 
views. He may, with the consent of the meeting, limit each speaker to 
a certain time, but he cannot adjourn the proceedings without the 
consent of the meeting—that is, of the majority of those present. Some- 
_times articles confer on a chairman the right to adjourn by his individual 
decision ; but even if they do, he must use this power for.the purpose of 
the proper conduct of the meeting, and not for the purpose of obstruction 
or forcing the directors’ wishes upon the meeting. The more orderly 
amd constitutional the behaviour of the meeting, the more difficult will 
it be for the proceedings to be in any way “ wangled ” ; on the other 
hand, shouting, disorder, refusal to obey the ruling of the chair, and 
indiscipline generally simply play into the hands of those on the platform. 
Always remember that the articles (or Table “ A,” if there be no special . 
articles governing procedure at meetings) constitute the standing orders. 
Shareholders can amend their articles; but so long as the articles stand 
they govern procedure. 

On voting by a show of hands, the chairman’s decision as to the 
result is final, provided there be no mis-statement of figures. No proxies 
can, of course, be utilised in this manner of voting. But not less than 
three members present can demand a poll; common law insists that a 
poll must be granted if the demand is supported by five shareholders. 
Articles may provide that a poll shall be taken forthwith. If the poll 
is deferred, any shareholder can vote, although not present when the 
demand for the poll-was made. Proxies can be used in voting on a poll, 
unless the articles provide otherwise. - 


Need for Organised Opposition 

On the whole question of voting, it may be said that the directors 
always know the minimum amount of support upon which they can 
rely, since fhey come to the meeting hall armed with proxies sent to the 
company. Unless there be a shareholders’ committee, to the chairman 
of which certain proxies have been sent, the shareholders are in the 
dark as to the outcome of a conflict. In the absence of a committee 
and of organised effort, the shareholders are always at a grave dis- 
advantage. Such organisation is*always desirable—in fact, it is the only 
effective means of resistance and opposition—when it is desired to make 
the voice of the members heard against proposals by the board. In 
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its absence, it comes to this: that against the cohesion of the directors, 
their control of thé company’s money, and their facilities for getting 
things cut and dried before the date of a meeting, there is opposed a 
meeting of people who have not previously exchanged views; who for 
the most part have no knowledge of each other ; and who, if they want 
to organise, must spend their own money in the process. Of course, 
it is possible to appoint a committee and to resolve that its expenses 
be paid out of the funds of the company. But organisation before a 
meeting must be at the expense of the organisers—expense both as to 
money and time. 

Then as to the question of control. Sometimes the directors and 
their associates and friends hold between them the majority of the votes., 
If this be so, and they are beaten on a show of hands, a poll is bound to 
give them the victory ; even, in extreme cases, where a three-fourths 
majority is required. As a rule, however, they are content to control 
a substantial block of votes, confident that they can out-vote arty 
opposition that is likely to be encountered, and serene in the belief that 
only a section of the shareholders can be beaten up into activity. 


Control of Foreign Companies 

All that has been written hitherto in regard to the advisability of 
attendance of shareholders at meetings pre-supposes that meetings are 
held within the United Kingdom. There are, however, many companies 
incorporated abroad, but nevertheless controlled (openly or covertly) 
in this country, in which, moreover, the bulk of the shareholders are 
resident. It is obvious that in such a case the shareholders can exercise 
little or no control over the enterprise in which they have a stake. 
Invitations to subscribe capital for a foreign company should be carefully 
scrutinised, for shareholders in any undertaking with a foreign or colonial 
domicile can seldom attend its meetings, and while Section 274 of the 
Companies (Consolidation) Act requires the registration at Somerset 
House of the names of one or more persons who are authorised to accept 
service on behalf of a company incorporated abroad that carries on 
business within the United Kingdom, this requirement is not generally 
understood, and is, after all is said and done, but a poor substitute for 
the facilities for discussion and publicity afforded by a general meeting 
held at a place convenient to and accessible by the general body of 
shareholders. 





The success of the Multiple. Shop Company is a striking development of modern 
trading, and this lucid article will therefore be of. very wide interest. 





The Multiple Shop Company 


Office Organisation and General Management 
By Vicron G. WISSLET, A.S.A.A. 


To multiple shop companies are a feature of present-day commerce, 

and this article, which deals with the organisation required for the 
due discharge of the clerical duties involved in handling trade done by 
branches spread over the length and breadth of the United Kingdom 
will be of great interest to many readers. In addition, suggestions are 
given as to the management of such branches, viewed from a general 
standpoint. l 

Let it be assumed that the branches of our hypothetical multiple 
shop company are selling (or endeavouring to sell) articles which remain 
in the same state as when purchased; in other words, the company is 
what one may term a wholesaler when buying, but a retailer when selling. 
A very good example is boots and shoes ; a trade in which many multiple 
shop companies with extensive businesses and large paid-up capitals 
are engaged. 

In order to procure effectual control it is necessary to divide the office 
staff into possibly five sections ; the number of assistants in each being, 
of course, dependent on the amount of work consequent upon the number 
of branches doing business. The five sections can be denoted as follows— 
Purchases ; Invoicing; Cash Returns; Credits, Transfers, and Stocks ; 
and finally, Shop Expenses and General Accounting. The work and 
requirements of each section will now be considered. It is assumed that 
in addition to the office a warehouse is adjacent from which branches 
receive supplies. 


Purchases 

This section will write up the various Purchase Day Books, Return 
Books, and Purchase Ledgers. In the case of the Purchase Day Books 
and Returns Books, it is‘advisable to have a book for each department. 
Thus, in the boot trade, separate departments would exist for men’s, 
women’s, and children’s footwear, sundries, such as laces, polishes, etc., 
and for hose; a repairs department might quite possibly also be in 
operation. The Ledgers should preferably be loose leaf, and accounts 
should be arranged alphabetically, each letter being indexed to provide 
for the vowel system or any other method considered adequate. In 
order to prevent a large number of small accounts being opened, a good 
plan is to provide a “ Sundrie§’’ Account at the end of each letter, 
into which can be entered particulars of accounts of goods purchased 
from firms with whom the company has only very few transactions. 
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We will now proceed to trace an invoice for goods received from 
its arrival in the postbag until the dispatch of a cheque to settle the 
transaction. Immediately the invoice is received it should be sent to 
the receiving or unpacking department for checking purposes. Assuming 
that it is in order the invoice should be initialed and passed to the 
departmental head concerned, in order to inform him what goods are 
coming into his department, and also the price. This gives him an 
opportunity to check the invoice with the duplicate order in his order 
book, write up his Stock Ledger, note cost price, and if he is satisfied, 
enables him to pass it, after initialing, to the chief ledger clerk. From 
these invoices and also credit notes the Purchase Day and Returns Books 
will be written up and the invoice extensions checked. The Purchase 
Ledgers will then be posted from the Purchase Day Books, Returns 
Books, and Cash Book.. All Statements of Accounts rendered should 
be checked, and if in order, cheques drawn in payment thereof. Before 
presenting the cheques for signature, along with the statements, it is a 
good plan to have the cheques, amounts, and the discount deducted, 
checked by an independent party. It is always advisable to have the 
rates of discount allowed inserted in red ink at the head of each Ledger 
Account. The use of discount tables saves time. The issue of all debit 
and credit notes should be authorised by the receiving department chief, 
and all authorities should be in writing, directed to the head of the 
Purchase Ledger section, who should also be given instructions whenever 
necessary to lodge claims for damage, or shortage of contents, to the 
railway companies or carriers. 

Needless to say, Purchase Ledgers ought to be balanced each month, 
and this is greatly facilitated if they are kept on the alphabetical system, 
as all Day Book, Returns Book, and Cash Book entries can be dissected 
alphabetically and each letter balanced separately. 


Invoicing 

All orders received each day from the branches for goods required 
should be given attention upon arrival, so as to facilitate dispatch, and 
due receipt by the branches the following day. To prevent congestion 
a good plan is to provide the branches with order books of different 
coloured forms, and arrange for so many branches to send in their orders 
each day. Thus, a number of branches would be provided With yellow 
order forms, others green, red, or white; each colour denoting a day 
of the week. For example, all having blue forms would post each weekly 
order, on say, Tuesday, for dispatch on Wednesday. Specially urgent 
orders should have a white label attached with the word “ Special ” 
so that they may receive prompt atteftion. These invoices should be 
in triplicate, one for retention and the other two for dispatch to the 
warehouse. One copy, after price has been inserted, can go back with 
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the goods ordered asa “ received note,” while the original, after insertion 
of prices by the department, should be sent to the invoicing section for 
extension and checking. One loose leaf ledger should be kept for each 
‘department, and in each ledger should be an account for each branch. 
Into. these should be entered the total of each invoice along with date 
and reference number. At the beginning of every week it is necessary 
to prepare for each branch a statement showing in columnar form the 
number, date, and amount of every invoice for goods sent to the branch by 


eveererere’ 


Branch NO aaraa Town... ae 
DETAILED STATEMENT OF INVOICES, ETC., For WEEK ENDING. Pree See 
A DEPT. B DEPT. € DEPT. D DEPT. E DEPT. F DEPT. 


~ No. Date Amount [No,Date AmountiNo, DATE AmountINO. DATE AmounTINO. DATE Amount; No. DATE AMOUNT. 


RRR INNA a aaa aa 


CREDIT NO 


No. DarxAmouNT 





each department during the preceding week. These statements enable 
the branch manager to check his goods inwards with the invoices or 
received notes in his possession (these he should extend himself), as well as 
credits for,goods returned or overcharges, which are separately tabulated 
on the sheet in question. All such credits are posted in these ledgers in 
red ink by the stock account section. A Burroughs adding machine is 
very useful for preparing these weekly sheets. 


Credits, Transfers, and Stocks 

Despite all precautions error$ will arise, and it is therefore necessary 
to have credit books. These should be in triplicate, numbered, and 
preferably in book form. When adyised as to a return to warehouse, or 
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an overcharge, a credit slip should be prepared, the original being sent 
to the branch, the second copy to the department concerned, while the 
third acts as the source of a credit entry in the Branch’s Account in the 
ledger kept by the invoicing section. The shop is credited, while the 
department is debited. Occasionally goods are transferred from one 
branch to another without the intervention of the warehouse. The 
receiver is debited and the giver credited by the exchange of debit and 
credit notes similar to that mentioned above. The branch supplying 
the goods issues a note in triplicate of the transaction ; one copy for the 
head office, one for the receiving branch, and the third for retention. 
The branch receiving does likewise, and the final act is reached in the 
passing of the debit and credit entries in the head office books. 

In order to obtain and retain a hold on the branch managers it is 
essential that each week a Stock Account setting out the transactions 
of the week in total be sent for signature. This Stock Account should 
be a slip of paper, similar in size to a cheque, and should state on the 
debit side: stock b/f from last week ; goods received from departments 





WEEKLY STOCK ACCOUNT. PIV GAED & Sccccussosteebsieseneis oinieist Dalt. scl 

Goods 

received.| Last Balance Stock, Stock Sold 

Goods received . . Discounts . 

A Dept Credits T 
Bs, | Stock Balance 
z | 
D m — 
E fp. | £ 
F T l a 


I hereby certify having received for your Account the amount 
| of Goods stated, and also certify that the value of the Stock on 
l hand this day is £ F d 


Total g 
KAREN E P SENO annann a a a Ws 


nna ein marenah tinnnnnenenmannrennnmerennrenmarnnnennnamnn m m e e ee ee a e Ů—e 


(here detail total for each department) ; debits for goods sent from other 
branches. On credit side: cash sales for week, any discount or allow- 
ances, credits for errors, overcharges, returns or goods sent to other 
branches, and the balance being closing stock. A certificate should be 
appended stating that the figures shown above are correct, and that he 
agrees that the stock in branch at such and such date was £-—:-:-. 
The weekly statement of invoices can accompany this stock slip. When 
stock slips are returned signed the balance should be entered with date 
in the Stock Register. 


Cash Returns 
This is a highly important section, and should be in charge of a capable 
person. Each branch should send in*a weekly Cash Account, which 
should set forth on the left-hand side the daily drawings and discount 
given for each day, in, of course, separate columns, and on the right-hand 
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side the expenses disbursed, such as wages, commission, sundry expenses, 
stock bought. The two sides should balance by the insertion of the differ- 
ence between the income and expenditure sides as “cash banked.” 
This cash should be banked each day or as often as required each week 
according to the volume of trade; duplicate pay-in slips should be 
forwarded with the Cash Account, all monies being paid in to the credit 
of the company’s Head Office Account. By the aid of the bank slips, 
and the fact that banks are willing to insert either on separate lists or in 





WEEKLY CASH ACCOUNT 





To.. ER aitiides tint 
From Branch Shop.. oes ee “Week inang Saladis EEA Pak 
All Receipts shat ibe attached to the back of this form. 
Date. Total Sales. | Discounts. 
| | Cash Banked . 
, i Wages as per Receipt on 
Monday. . other side . ; 
Tuesday. Commissions $ 
Wednesday. Sundry Expenses 
Thursday . l Stock Bought 
Friday : 
Saturday . 
Total Stock Sold. . sf | | | se 
Date DETAILED SUNDRY EXPENSES 
Forward 
Total 





I hereby certify that this is a full, true, and correct statement of all money received 
and expended by me for the week gate AES 


DERN GLUE oo csisiecseicssereapsa tester sisgeAesactenes DLE sis r NE access evince ahavecebetans 
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the Pass Book itself the place of lodgment, each item can be traced. The 
bottom of the account should bear details of the sundry expenses, as a 
“multitude of sins” can be covered by that word “ sundries.” The 
back of the account should be in the nature of a receipt form for wages 
paid, the lowest paid assistant signing first. The total of wages should 
be carried to the wages item on the expense portion on the front of the 
account, while the insurance can be placed among the sundry expenses. 
Receipts for all disbursements over ls. should accompany Cash Account. 


WAGES RECEIPT 


We, the undersigned, acknowledge having received payment from... ccs ccesseseeceeseees 
of the sums set opposite our signatures, being wages due to 


ORR CRO Me RE OP ee RA Ore ee 


us ag stated 
Signature. | Period for which Full amount f Insurance paid by 
wages are paid. of wages. {Employer;Employee 
Messenger | Weeks to BE | 
ae | || 
| EE 
| Bae 
Sth Hand | = 
a B 
w, | T 
E E 
tst e S tal - 
Manager a | 


These totals should be the same as shown on Cash 
Account on other side. 


Norg.—This form is to be completed in ink. 


The lowest wage should be entered and paid first and the proper signature got. Next 
lowest should then be entered and paid and signed for and so on, up to the Manager. 


In order to facilitate reference each branch should be designated by, 
in addition to its address, a number, which should appear on all orders, 
invoices, cash accounts, and letters relating to that particular branch. 
Where shops are open in Scotland, England, and Ireland, the letters 
S., E., and I., can prefix the number in order to prevent mistakes. 


(To be concluded.) 
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“ Moral: the larger your circle of qualifications, the more compact the monopoly 
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Table Talk on Business Topics 


By Dr. Erus T. POWELL 
Formerly Editor of the “ Financial News” 


S EDWARD MACKAY EDGAR, who has been so prominently 
before the public of late as the chief partner in Sperling’s, is one of 
the very few men who have a smile almost equal in charm to that of the 
Prince of Wales. He is Canadian born, and there are people who think 
that a smile sits better on the Canadian physiognomy than on any other 
cast of countenance. Affectionately known to his friends as “ Mike ” 
Edgar, Sir Edward avoids the office lunch habit by going West to lunch 
in his own home. It would, however, be a mistake to suppose that 
business stops during the luncheon interval. As was shown in the 
ewidence in the great case which so recently occupied the attention of 
the courts (arising out of the Baldwin’s share deal), Sir Edward makes 
the luncheon a basis of negotiation, and a very enjoyable basis it certainly 
is. Infact, one of the witnesses in the Baldwin case admitted that, sitting 
next to Lady Edgar, at Grosvenor Square, he found the function so 
pleasant that he lost a good deal of the detail of the business conversation. 
I can well believe it. 


A New “Black Draught ”’ 


I knew a good deal about the multitudinous activities of Sir Edward 
Edgar, but I confess to a feeling of blank astonishment when he told me 
one day that he ran a luncheon club and invited me to join it. Further 
conversation brought out the fact that the so-called “luncheon club ” 
was domiciled in his own house in Grosvenor Square. But as this fact 
only whetted my curiosity for further information, I joined the “ club ” 
at the invitation of the amiable proprietor. His obvious enjoyment of 
the meal completely falsified the business adage that “ the greater the 
wealth the worse the digestion.” It was there, by the way, that I first 
saw champagne and stout, half-and-half, imbibed as a mid-day tonic. 
My distinguished host was certainly the brighter for the administration 
of this black draught, which appeared to be as exhilarating to him as 
the sight of it was painful to me. I say “ painful” because if I had 
consumed champagne and stout with my lunch I should certainly have 
been fit for nothing but “ snoozing ” by the fireside for the rest of the 
day. At that time I was editing a London daily, an occupation which is 
inconsistent with “ snoozing ” under any circumstances or at any time. 
Regarded from any other point ef view, champagne and stout might be 
described as an almost ideal beverage. I wonder if Sir “ Mike ” Edgar 
used it as a “ refresher ” while he was under cross-examination ? That 
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was Mr. Rhodes’s custom. Whenever he felt tired under the strain of 
his huge responsibilities, a tankard of stout and a plate of sandwiches would 
buck him up. Some of my press colleagues will remember Rhodes as 
he faced the Jameson Commission, answering the questions put to him, 
while at the same time he removed the stout and sandwiches from the 
table and dexterously concealed them about his person. 


“Mercantile” Finance 

The great mercantile houses, such as Sperling’s, are one of the most 
potent factors in the financial mechanism of to-day. “ Mercantile ” 
houses they are called, because they were all originally conducting a 
merchant business. ‘Their heads were seasoned commercialists, some of 
whom a certain Prime Minister used to clutch in the alleys of Cornhill and 
the purlieus of Lombard Street, and make them into peers for his own pur- 
poses. It was the wife of one of them who said she went to church “ to 
do the civil thing by the Almighty.” Trading overseas, they became 
known to the governments of the countries where their interests lay. 
Then when these governments found themselves in want of money they 
applied for advice and co-operation to the mercantile firms whose resources 
and responsibility they knew. The result was that they were assisted 
in raising loans in London. They got the money and the mercantile 
houses got the prestige of helping them. But all the time the mercantile 
house was going on with its own commercial business, regarding the 
finance as a kind of side-show. Ultimately, however, some of the great 
mercantile firms came to see that there was more money in the finance 
than in the merchant business, and so they dropped the latter under a 
resolution to devote themselves entirely to the former. This was the 
origin of many of the great financial houses of the country. The curious 
thing is that they still love to describe themselves as “ merchants,” 
though the mercantile factor of their operations has long ceased to be of 
any importance. What an interesting element of financial evolution 
there is in this transformation! One of its present-day consequences 
is the fact that the board of the Bank of England consists almost entirely 
of “ merchants.” No great bankers need apply, so conservative is the 
City tradition. 


The Poetry of the Bank ° 

Sir Edward Edgar’s offices are right up against the Lothbury side of 
the Bank of England. If the Old Lady is to be decorated with a lofty 
tower, and to be transformed into a regular sky-scraper, the shadow of 
her architectural greatness will fall across many an office where millions 
are manipulated. We all hope, howewer, that the Bank garden will 
not vanish under the new pile of stone and mortar. It is one of the few 
morsels of green left in a terribly congested area, and it would be ten 
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thousand pities to marit. By adding to the height of the existent Bank 
building the directors can secure an immense addition to their accom- 
modation, unless, indeed, the problem of “ ancient lights ” should inter- 
vene. Moreover, the Bank garden is the ancient churchyard of St. 
Christopher-le-Stocks, though I suppose not one City man in a thousand 
knows it. It is to this fact that an unknown poet alludes in some 
charming lines once written in the Bank garden itself— 


In a still garden by the unquiet street, 

Bones of dead men await the end of time; 
Long patience theirs amid the pattering feet, 

The town’s long rumble and the quarters’ chime. 


Spring, summer, winter, fret the stained grey walls 
That hem the sunshine in and catch the rain ; 
While tinkling music of a fountain fails 
On. careless ‘ears that come and pass again. 


Through sober years the gardener goes his rounds, 
While pink buds peep and yellow leaves decay ; 

Strange grow the city’s multitudinous sounds ; 
New manners come, and tire, and pass away. 


Now by the graves is gathered trade’s rich horde ; 
Now by the flowers the City fathers meet ; 

Peace here, but from without the strange discord 
Of the tired coster labouring down the street. 


But through the long confusion these lie still, 
White patient relics of dim tales untold, 

While London sits without and turns her mill, 
Where grains of work are ground to dust of gold. 


Unhappily, my commonplace books give me no clue to the authorship 
of these lines. If I have inadvertently infringed a copyright I offer 
my sincere apologies coupled with sincere congratulations to thé owner 
of so deft a pen. 


Colossal Losses in the City 

While wé are on the perennial topic of the Old Lady I am reminded 
that the other day a young lady telephoned to a theatre inquiring whether 
a diamond had been found near a certain seat in the stalls. A search 
was made, @nd sure enough, there was the gem in a fold of the carpet. 
But the lady did not add her address to the telephonic inquiry, nor did 
she follow it up with any application for the stone. J remember an 
analogous cdse in the. City years ago. A wag advertised that he had 
found a £10 Bank of England note in Cornhill. The owner could have 
it on application. In the course of the next twenty-four hours the 
advertiser received over five hundred communications from persons who 
had lost a £10 note in Cornhill on that particular day. A City cynic 


vV 36-8 521 


| | i 


Business - Organisation - and - Management 


calculated that if £5,000 per diem was lost in Cornhill, something like 
£200,000 a day in bank notes must be lost in the City as a whole, thereby 
indicating the appalling carelessness of the public in the matter of money. 
But, of course, you can interpret the facts in another way. 


A Mystery of Prices 


Unsophisticated people are frequently astonished at the uniformity 
of prices which seems to prevail with regard to a great number of food 
commodities. For instance, they see haddock priced at Is. 4d. per Ib. 
on a certain day. This strikes them as rather a high figure, and they 
take a "bus to another district with the idea of finding a cheaper shop. 
But here, again, the ticket shows that haddock is 1s. 4d. per lb. Further 
experience proves that this price prevails over a very large area, and the 
consumer asks himself, “ Is it coincidence, or is it design?” The 
answer is, of course, that these things are a matter of mutual arrangement 
so as to eliminate cut-throat competition and enable the maintenanceeof 
what the parties consider a fair profit. In a sense, they are syndicated, 
as we are told the whole world will be some day—-and will look mighty 
small from the stars all the same. The curious thing is that the scheme 
is often subjected to vehement criticism at meetings of trade unions and 
other democratic bodies. I have heard their speakers declare it a scandal 
that the owners of food commodities should be allowed to make arrange- 
ments for maintaining the price at an even level over large areas. But, 
as I have often remarked, a similar inquiry as to the price of labour 
over the same area would reveal an equivalent uniformity of quotation. 
In other words, the trade unions adopt exactly the same policy as the 
shopkeeper for the protection of their own interests. The only difference 
is that the trade union machinery is rather more effective. You may, 
by prolonged search, find a shop where you can get haddock cheaper 
than ls. 4d. per Ib:, but it will be a vain endeavour to engage labour 
(at all events, in any of the skilled trades) at a price lower than the 
accepted trade union rate. 


Beneficial Monopolies 

I suppose that in time all these monopolies will gradually be eliminated 
in one way or another. We of 1922 may not live to see it, but the time 
will come. Then the only existent monopolies will be those’of efficiency, 
which are in every respect socially advantageous and unassailable. It 
is perhaps a matter for congratulation that the young people of to-day 
are waking up to the possibility of creating these personal monopolies 
for their own advantage. Advertise for an ordinary commercial clerk 
and your office will be besieged if you. have been so rash as to include 
the address in the advertisement. Add the stipulation that the clerk 
must write accurate shorthand at 120 words per minute, and the number 
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of applicants will be greatly diminished. Require the capacity of skil- 
fully manipulating the typewriter and you will again limit the applicants. 
Make French a qualification, and only a few letters will be received. 
Add German to the French, and Spanish to the German, and you will 
be lucky if you get more than a handful of replies. If a still higher 
range is wanted the whole position is likely to be reversed. Instead of 
the employee eagerly searching for a job, it will be the employer who is 
vainly seeking the right man. When two clerks are running after one 
employer wages will go down; but when two employers are running 
after one clerk they will move the other way. Moral: the larger your 
circle of qualifications, the more compact the monopoly you have created 
for yourself—especially if you have the additional energy to kick out 
of your life everything that isn’t worth while, and does not enhance the 
grip of the monopoly, Ultimately the principle can be carried so far 
as to make the possessor of the monopoly practically the one man who 
can fill the bill, and then-he can demand his own price for doing it. 


No Injury to Anybody 

I give this hint as a wholesome and invigorating tip to the many 
young men and women who read this magazine that they should bend 
their efforts to the creation of personal monopolies. Test your own 
powers, for as a rule you only call a thousandth part of them into play. 
Every personal monopoly is an addition to the effective economic forces 
of the country. The men who make them are the practical factors of 
the economic mechanism alive to the work-a-day realities. It is your 
dunce that can’t do his sums that always has a taste for the infinite, as 
George Eliot rather cynically said. On the other hand, there is no factor 
of mischief or ill-doing in the creation of these monopolies. They are 
exactly on a par with the efforts of a creature which for thousands of 
years has been evolving a thicker fur and consequently become able to 
withstand climates that at one time were fatal toit. The animal injures 
nobody else by its efforts, and on the other hand secures its own preserva- 
tion. A few people may deny it, but they are of the type which quarrels 
with the chamois because he has not come up by the mule-path. 


Edison Stories 

Mr. Edisgn is a good example of a two-legged monopoly. His trouble, 
however, has always been an undervaluation of money, and that is a 
weak point in a personal monopolist who wants to make the best of his 
possessions. When Edison’s first triumph brought him a cheque for 
$40,000 he dropped in casually at the bank, handed the cheque to the 
cashier, and waited for “ developments.” 

“ Well,” asked the cashier. ‘““What do you want to do with this?” 

“ I don’t know,” was the reply. “ Is it any good ? ” 
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The cashier, really scared by this apparently infantile innocence, 
fetched the president of the bank, who had the money paid over to the 
inventor in small notes, and proposed to send a detective to see him safely 
home. But Edison woke up when the working of a bank account was 
explained to him. He left the $40,000, and took away a cheque book 
instead of the money. On another occasion an English firm cabled 
Edison offering him “ thirty thousand” for one of his patents. The” 
inventor cabled an acceptance. Within a fortnight he received a draft 
for $150,000. It turned out that the English firm meant pounds, whereas 
Edison had accepted op the basis of dollars. However, my irrepressible 
habit of anecdotage must be checked for a moment here, even where 
the subject is so interesting as the career of a personal monopolist who 
possesses two quart pots full of medals received from the learned and 
scientific societies of the world. 


Where Deflation Comes In 


What has been said in this magazine with regard to the importante 
of currency stability could hardly be enforced more emphatically than 
by the Dunlop report. This reveals a loss on the trading down to 3Ist 
August last of no less than £8,320,007. Prodigious as it is, however, 
the loss is not the outcome of the year’s actual trading, but is due almost 
entirely to the depreciation in the market price of stocks of raw materials, 
principally rubber and cotton, held by the company at the close of its 
financial year. That is to say, tHe loss, in plain English, is the consequence 
of deflation, and that deflation, in turn, results from an instability of 
currency values which has already formed the subject of exhaustive 
reference in these pages. When a single company has to pay to the tune 
of over £8,000,000 for the deflation process, we have the most tremendous 
and melancholy emphasis laid upon the necessity for currency readjust-_ 
ment. How on earth can we expect business confidence when chasms ` 
of this width and “depth are exhibiting themselves in the commercial 
fabric ? 
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| Australian Trade Revival 


Sik JOSEPH COOK, High. Commissioner for Australia, delivered an optimistic 
speech on trade prospects “ down under” before the AustralAsian Chamber 
of Commerce last month. Australia’s trade figures for the past year, he said, 
showed an unmistakable turn of the tide and indicated that the Commonwealth 
was getting over its post-war difficulties in a way that was entirely satisfactory. 
Exports were increasing and had now well overtaken imports. That was as it 
should be with a debtor country. Australia’s resources were based on a bed of 
rock, as they rested on a bed of gold. 

Prospects “ down there” were very briht indeed. They were in for another 
good season, and the wheat crop this year would be as large as last. There would 
be some steadying in prices, but on the whole an abundant year was assured. 


* 594 


